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Journal of the House

SIXTY-EIGHTH DAY

HALL OF THE HOUSE OF REPRESENTATIVES,
Toreka, KS, Saturday, May 4, 2002, 11:00 a.m.

The House met pursuant to adjournment with Speaker Glasscock in the chair.
The roll was called with 122 members present.

Rep. O’Brien was excused on verified illness.

Reps. Pottorff and Storm were excused on excused absence by the Speaker.
Present later: Rep. Storm.

Prayer by Chaplain Chamberlain:

Lord, what are we doing inside on a day like this? You've given us blue
skies and bright sun to shine over us. This is a day for golfing, gardening and
grandchildren. It is a day for putting the top down for the first time, for
planting the spring flowers and for teaching a youngster how to catch a pop
fly.

yLord, there are sacrifices being made here today as men and women give
this perfect day in the service of others. Bless the work. Make it worthwhile.
Remind us all that the laws that are passed, the budgets developed and the
taxes raised are all for the purpose of making our community a place that is
worthy of a day like today. Amen.
The Pledge of Allegiance was led by Rep. Jim Morrison.

REFERENCE OF BILLS AND CONCURRENT RESOLUTIONS
The following bill was referred to committee as indicated:
Appropriations: SB 656.

MESSAGE FROM THE SENATE

The Senate concurs in House amendments to SB 502, and requests return of the bill.

The Senate concurs in House amendments to SB 543, and requests return of the bill.

The Senate adopts conference committee report on SB 517.

The Senate adopts conference committee report on HB 2505.

The Senate adopts conference committee report on HB 2690.

The Senate accedes to the request of the House for a conference on HB 2703 and has
appointed Senators Tyson, Taddiken and Lee as second conferees on the part of the Senate.

The Senate adopts the conference committee report to agree to disagree on S. Sub. for
HB 2621 and has appointed Senators Morris, Adkins and Feleciano as third conferees on
the part of the Senate.

INTRODUCTION OF ORIGINAL MOTIONS

On motion of Rep. Weber, pursuant to subsection (k) of Joint Rule 4 of the Joint Rules
of the Senate and House of Representatives, the rules were suspended for the purpose of
considering HB 3031; Sub. HB 2831; SB 400; H. Sub. for SB 430; SB 444, HB 2828;
Sub. HB 2285; HB 2089, HB 2265, SB 68, HB 2560.
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MOTIONS TO CONCUR AND NONCONCUR

On motion of Rep. Edmonds, the House nonconcurred in Senate amendments to HB
2828 and asked for a conference.

Speaker Glasscock thereupon appointed Reps. Edmonds, Huff and Larkin as conferees
on the part of the House.

On motion of Rep. Boston, the House nonconcurred in Senate amendments to Sub. HB
2285 and asked for a conference.

Speaker Glasscock thereupon appointed Reps. Boston, Jim Morrison and Showalter as
conferees on the part of the House.

FINAL ACTION ON BILLS AND CONCURRENT RESOLUTIONS

Speaker Glasscock announced that order of business, Final Action on Bills and Concur-
rent Resolutions, would be passed over until later in the day.

On motion of Rep. Weber, the House went into Committee of the Whole, with Rep.
Hayzlett in the chair.

COMMITTEE OF THE WHOLE

On motion of Rep. Hayzlett, Committee of the Whole report, as follows, was adopted:

Recommended that committee report to HB 2089 be adopted; also, on motion of Rep.
Edmonds be amended on page 1, by striking all in lines 15 through 43;

By striking all on pages 2 through 4;

In the title, in line 10, by striking all after “ACT”; by striking all in lines 11 and 12;

Also, roll call was demanded on further motion of Rep. Edmonds to amend HB 2089 on
page 1, by striking all in lines 15 through 43;

By striking all on pages 2 through 4 and inserting the following:

“Section 1. On and after June 1, 2002, K.S.A. 2001 Supp. 79-3603 is hereby amended
to read as follows: 79-3603. For the privilege of engaging in the business of selling tangible
personal property at retail in this state or rendering or furnishing any of the services taxable
under this act, there is hereby levied and there shall be collected and paid a tax at the rate
of £9% 5.25% on and after June 1, 2002, and before June 1, 2003, and 5% on and after
June 1, 2003, and, within a redevelopment district established pursuant to K.S.A. 74-8921,
and amendments thereto, there is hereby levied and there shall be collected and paid an
additional tax at the rate of 2% until the earlier of the date the bonds issued to finance or
refinance the redevelopment project have been paid in full or the final scheduled maturity
of the first series of bonds issued to finance any part of the project upon:

(a) The gross receipts received from the sale of tangible personal property at retail
within this state;

(b) (1) the gross receipts from intrastate telephone or telegraph services; (2) the gross
receipts received from the sale of interstate telephone or telegraph services, which (A)
originate within this state and terminate outside the state and are billed to a customer’s
telephone number or account in this state; or (B) originate outside this state and terminate
within this state and are billed to a customer’s telephone number or account in this state
except that the sale of interstate telephone or telegraph service does not include: (A) Any
interstate incoming or outgoing wide area telephone service or wide area transmission type
service which entitles the subscriber to make or receive an unlimited number of commu-
nications to or from persons having telephone service in a specified area which is outside
the state in which the station provided this service is located; (B) any interstate private
communications service to the persons contracting for the receipt of that service that entitles
the purchaser to exclusive or priority use of a communications channel or group of channels
between exchanges; (C) any value-added nonvoice service in which computer processing
applications are used to act on the form, content, code or protocol of the information to be
transmitted; (D) any telecommunication service to a provider of telecommunication services
which will be used to render telecommunications services, including carrier access services;
or (E) any service or transaction defined in this section among entities classified as members
of an affiliated group as provided by section 1504 of the federal internal revenue code of
1986, as in effect on January 1, 2001. For the purposes of this subsection the term gross
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receipts does not include purchases of telephone, telegraph or telecommunications using a
prepaid telephone calling card or prepaid authorization number. As used in this subsection,
a prepaid telephone calling card or prepaid authorization number means the right to exclu-
sively make telephone calls, paid for in advance, with the prepaid value measured in minutes
or other time units, that enables the origination of calls using an access number or author-
ization code or both, whether manually or electronically dialed; and (3) the gross receipts
from the provision of services taxable under this subsection which are billed on a combined
basis with nontaxable services, shall be accounted for and the tax remitted as follows: The
taxable portion of the selling price of those combined services shall include only those
charges for taxable services if the selling price for the taxable services can be readily distin-
guishable in the retailer’s books and records from the selling price for the nontaxable serv-
ices. Otherwise, the gross receipts from the sale of both taxable and nontaxable services
billed on a combined basis shall be deemed attributable to the taxable services included
therein. Within 90 days of billing taxable services on a combined basis with nontaxable
services, the retailer shall enter into a written agreement with the secretary identifying the
methodology to be used in determining the taxable portion of the selling price of those
combined services. The burden of proving that any receipt or charge is not taxable shall be
upon the retailer. Upon request from the customer, the retailer shall disclose to the customer
the selling price for the taxable services included in the selling price for the taxable and
nontaxable services billed on a combined basis;

(c) the gross receipts from the sale or furnishing of gas, water, electricity and heat,
which sale is not otherwise exempt from taxation under the provisions of this act, and
whether furnished by municipally or privately owned utilities but such tax shall not be levied
and collected upon the gross receipts from: (1) The sale of a rural water district benefit
unit; (2) a water system impact fee, system enhancement fee or similar fee collected by a
water supplier as a condition for establishing service; or (3) connection or reconnection fees
collected by a water supplier;

(d) the gross receipts from the sale of meals or drinks furnished at any private club,
drinking establishment, catered event, restaurant, eating house, dining car, hotel, drugstore
or other place where meals or drinks are regularly sold to the public;

(e) the gross receipts from the sale of admissions to any place providing amusement,
entertainment or recreation services including admissions to state, county, district and local
fairs, but such tax shall not be levied and collected upon the gross receipts received from
sales of admissions to any cultural and historical event which occurs triennially;

(f) the gross receipts from the operation of any coin-operated device dispensing or
providing tangible personal property, amusement or other services except laundry services,
whether automatic or manually operated;

(g) the gross receipts from the service of renting of rooms by hotels, as defined by K.S.A.
36-501 and amendments thereto, or by accommodation brokers, as defined by K.S.A. 12-
1692, and amendments thereto;

(h) the gross receipts from the service of renting or leasing of tangible personal property
except such tax shall not apply to the renting or leasing of machinery, equipment or other
personal property owned by a city and purchased from the proceeds of industrial revenue
bonds issued prior to July 1, 1973, in accordance with the provisions of K.S.A. 12-1740
through 12-1749, and amendments thereto, and any city or lessee renting or leasing such
machinery, equipment or other personal property purchased with the proceeds of such
bonds who shall have paid a tax under the provisions of this section upon sales made prior
to July 1, 1973, shall be entitled to a refund from the sales tax refund fund of all taxes paid
thereon;

(i) the gross receipts from the rendering of dry cleaning, pressing, dyeing and laundry
services except laundry services rendered through a coin-operated device whether automatic
or manually operated;

(j) the gross receipts from the rendering of the services of washing and washing and
waxing of vehicles;

(k) the gross receipts from cable, community antennae and other subscriber radio and
television services;
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() (1) except as otherwise provided by paragraph (2), the gross receipts received from
the sales of tangible personal property to all contractors, subcontractors or repairmen for
use by them in erecting structures, or building on, or otherwise improving, altering, or
repairing real or personal property.

(2)  Any such contractor, subcontractor or repairman who maintains an inventory of such
property both for sale at retail and for use by them for the purposes described by paragraph
(1) shall be deemed a retailer with respect to purchases for and sales from such inventory,
except that the gross receipts received from any such sale, other than a sale at retail, shall
be equal to the total purchase price paid for such property and the tax imposed thereon
shall be paid by the deemed retailer;

(m)  the gross receipts received from fees and charges by public and private clubs, drink-
ing establishments, organizations and businesses for participation in sports, games and other
recreational activities, but such tax shall not be levied and collected upon the gross receipts
received from: (1) Fees and charges by any political subdivision, by any organization exempt
from property taxation pursuant to paragraph Ninth of K.S.A. 79-201, and amendments
thereto, or by any youth recreation organization exclusively providing services to persons 18
years of age or younger which is exempt from federal income taxation pursuant to section
501(c)(3) of the federal internal revenue code of 1986, for participation in sports, games
and other recreational activities; and (2) entry fees and charges for participation in a special
event or tournament sanctioned by a national sporting association to which spectators are
charged an admission which is taxable pursuant to subsection (e);

(n) the gross receipts received from dues charged by public and private clubs, drinking
establishments, organizations and businesses, payment of which entitles a member to the
use of facilities for recreation or entertainment, but such tax shall not be levied and collected
upon the gross receipts received from: (1) Dues charged by any organization exempt from
property taxation pursuant to paragraphs Eighth and Ninth of K.S.A. 79-201, and amend-
ments thereto; and (2) sales of memberships in a nonprofit organization which is exempt
from federal income taxation pursuant to section 501 (c)(3) of the federal internal revenue
code of 1986, and whose purpose is to support the operation of a nonprofit zoo;

(0) the gross receipts received from the isolated or occasional sale of motor vehicles or
trailers but not including: (1) The transfer of motor vehicles or trailers by a person to a
corporation or limited liability company solely in exchange for stock securities or member-
ship interest in such corporation or limited liability company; or (2) the transfer of motor
vehicles or trailers by one corporation or limited liability company to another when all of
the assets of such corporation or limited liability company are transferred to such other
corporation or limited liability company; or (3) the sale of motor vehicles or trailers which
are subject to taxation pursuant to the provisions of K.S.A. 79-5101 et seq., and amendments
thereto, by an immediate family member to another immediate family member. For the
purposes of clause (3), immediate family member means lineal ascendants or descendants,
and their spouses. In determining the base for computing the tax on such isolated or oc-
casional sale, the fair market value of any motor vehicle or trailer traded in by the purchaser
to the seller may be deducted from the selling price;

(p) the gross receipts received for the service of installing or applying tangible personal
property which when installed or applied is not being held for sale in the regular course of
business, and whether or not such tangible personal property when installed or applied
remains tangible personal property or becomes a part of real estate, except that no tax shall
be imposed upon the service of installing or applying tangible personal property in connec-
tion with the original construction of a building or facility, the original construction, recon-
struction, restoration, remodeling, renovation, repair or replacement of a residence or the
construction, reconstruction, restoration, replacement or repair of a bridge or highway.

For the purposes of this subsection:

(1) “Original construction” shall mean the first or initial construction of a new building
or facility. The term “original construction” shall include the addition of an entire room or
floor to any existing building or facility, the completion of any unfinished portion of any
existing building or facility and the restoration, reconstruction or replacement of a building
or facility damaged or destroyed by fire, flood, tornado, lightning, explosion or earthquake,
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but such term, except with regard to a residence, shall not include replacement, remodeling,
restoration, renovation or reconstruction under any other circumstances;

(2)  “building” shall mean only those enclosures within which individuals customarily
are employed, or which are customarily used to house machinery, equipment or other prop-
erty, and including the land improvements immediately surrounding such building;

(3)  “facility” shall mean a mill, plant, refinery, oil or gas well, water well, feedlot or any
conveyance, transmission or distribution line of any cooperative, nonprofit, membership
corporation organized under or subject to the provisions of K.S.A. 17-4601 et seq., and
amendments thereto, or of any municipal or quasi-municipal corporation, including the land
improvements immediately surrounding such facility; and

(4) “residence” shall mean only those enclosures within which individuals customarily
live;

(@) the gross receipts received for the service of repairing, servicing, altering or main-
taining tangible personal property, except computer software described in subsection (s),
which when such services are rendered is not being held for sale in the regular course of
business, and whether or not any tangible personal property is transferred in connection
therewith. The tax imposed by this subsection shall be applicable to the services of repairing,
servicing, altering or maintaining an item of tangible personal property which has been and
is fastened to, connected with or built into real property;

(r) the gross receipts from fees or charges made under service or maintenance agree-
ment contracts for services, charges for the providing of which are taxable under the pro-
visions of subsection (p) or (q);

(s) the gross receipts received from the sale of computer software, and the sale of the
services of modifying, altering, updating or maintaining computer software. As used in this
subsection, “computer software” means information and directions loaded into a computer
which dictate different functions to be performed by the computer. Computer software
includes any canned or prewritten program which is held or existing for general or repeated
sale, even if the program was originally developed for a single end user as custom computer
software. The sale of computer software or services does not include: (1) The initial sale of
any custom computer program which is originally developed for the exclusive use of a single
end user; or (2) those services rendered in the modification of computer software when the
modification is developed exclusively for a single end user only to the extent of the modi-
fication and only to the extent that the actual amount charged for the modification is sep-
arately stated on invoices, statements and other billing documents provided to the end user.
The services of modification, alteration, updating and maintenance of computer software
shall only include the modification, alteration, updating and maintenance of computer soft-
ware taxable under this subsection whether or not the services are actually provided;

(t) the gross receipts received for telephone answering services, including mobile phone
services, beeper services and other similar services;

(u) the gross receipts received from the sale of prepaid telephone calling cards or pre-
paid authorization numbers and the recharge of such cards or numbers. A prepaid telephone
calling card or prepaid authorization number means the right to exclusively make telephone
calls, paid for in advance, with the prepaid value measured in minutes or other time units,
that enables the origination of calls using an access number or authorization code or both,
whether manually or electronically dialed. If the sale or recharge of such card or number
does not take place at the vendor’s place of business, it shall be conclusively determined to
take place at the customer’s shipping address; if there is no item shipped then it shall be
the customer’s billing address; and

(v) the gross receipts received from the sales of bingo cards, bingo faces and instant
bingo tickets by licensees under K.S.A. 79-4701, et seq., and amendments thereto, shall be
taxed at a rate of: (1) 4.9% on July 1, 2000, and before July 1, 2001; and (2) 2.5% on July
1, 2001, and before July 1, 2002. From and after July 1, 2002, all sales of bingo cards, bingo
faces and instant bingo tickets by licensees under K.S.A. 79-4701 et seq., and amendments
thereto, shall be exempt from taxes imposed pursuant to this section.

Sec. 2. On and after June 1, 2002, K.S.A. 2001 Supp. 79-3703 is hereby amended to
read as follows: 79-3703. There is hereby levied and there shall be collected from every
person in this state a tax or excise for the privilege of using, storing, or consuming within
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this state any article of tangible personal property. Such tax shall be levied and collected in
an amount equal to the consideration paid by the taxpayer multiplied by the rate of $9%
5.25% on and after June 1, 2002, and before June 1, 2003, and 5% on and after June 1,
2003. Within a redevelopment district established pursuant to K.S.A. 2001 Supp. 74-8921,
and amendments thereto, there is hereby levied and there shall be collected and paid an
additional tax of 2% until the earlier of: (1) The date the bonds issued to finance or refinance
the redevelopment project undertaken in the district have been paid in full; or (2) the final
scheduled maturity of the first series of bonds issued to finance the redevelopment project.
All property purchased or leased within or without this state and subsequently used, stored
or consumed in this state shall be subject to the compensating tax if the same property or
transaction would have been subject to the Kansas retailers’ sales tax had the transaction
been wholly within this state.

Sec. 3. On and after June 1, 2002, K.S.A. 2001 Supp. 79-3620 is hereby amended to
read as follows: 79-3620. (a) All revenue collected or received by the director of taxation
from the taxes imposed by this act shall be remitted to the state treasurer in accordance
with the provisions of K.S.A. 75-4215, and amendments thereto. Upon receipt of each such
remittance, the state treasurer shall deposit the entire amount in the state treasury, less
amounts withheld as provided in subsection (b) and amounts credited as provided in sub-
section (c) and (d), to the credit of the state general fund.

(b) A refund fund, designated as “sales tax refund fund* not to exceed $100,000 shall
be set apart and maintained by the director from sales tax collections and estimated tax
collections and held by the state treasurer for prompt payment of all sales tax refunds
including refunds authorized under the provisions of K.S.A. 79-3635, and amendments
thereto. Such fund shall be in such amount, within the limit set by this section, as the director
shall determine is necessary to meet current refunding requirements under this act. In the
event such fund as established by this section is, at any time, insufficient to provide for the
payment of refunds due claimants thereof, the director shall certify the amount of additional
funds required to the director of accounts and reports who shall promptly transfer the
required amount from the state general fund to the sales tax refund fund, and notify the
state treasurer, who shall make proper entry in the records.

(¢) (1) The state treasurer shall credit 7s of the revenue collected or received from the
tax imposed by K.S.A. 79-3603, and amendments thereto, at the rate of 4.9%, and deposited
as provided in subsection (a), exclusive of amounts credited pursuant to subsection (d), in
the state highway fund.

(2) The state treasurer shall credit %105 of the revenue collected or received from the tax
imposed by K.S.A. 79-3603, and amendments thereto, at the rate of 5.25%, and deposited
as provided by subsection (a), exclusive of amounts credited pursuant to subsection (d), in
the state highway fund.

(3) The state treasurer shall credit 2o of the revenue collected and received from the
tax imposed by K.S.A. 79-3603, and amendments thereto, at the rate of 5%, and deposited
as provided by subsection (a) exclusive of amounts credited pursuant to subsection (d), in
the state highway fund.

(d) The state treasurer shall credit all revenue collected or received from the tax im-
posed by K.S.A. 79-3603, and amendments thereto, as certified by the director, from tax-
payers doing business within that portion of a redevelopment district occupied by a rede-
velopment project that was determined by the secretary of commerce and housing to be of
statewide as well as local importance or will create a major tourism area for the state as
defined in K.S.A. 12-1770a, and amendments thereto, to the city bond finance fund, which
fund is hereby created. The provisions of this subsection shall expire when the total of all
amounts credited hereunder and under subsection (d) of K.S.A. 79-3710, and amendments
thereto, is sufficient to retire the special obligation bonds issued for the purpose of financing
all or a portion of the costs of such redevelopment project.

Sec. 4. On and after June 1, 2002, K.S.A. 2001 Supp. 79-3710 is hereby amended to
read as follows: 79-3710. (a) All revenue collected or received by the director under the
provisions of this act shall be remitted to the state treasurer in accordance with the provisions
of K.S.A. 75-4215, and amendments thereto. Upon receipt of each such remittance, the
state treasurer shall deposit the entire amount in the state treasury, less amounts set apart
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as provided in subsection (b) and amounts credited as provided in subsection (c) and (d),
to the credit of the state general fund.

(b) A revolving fund, designated as “compensating tax refund fund” not to exceed
$10,000 shall be set apart and maintained by the director from compensating tax collections
and estimated tax collections and held by the state treasurer for prompt payment of all
compensating tax refunds. Such fund shall be in such amount, within the limit set by this
section, as the director shall determine is necessary to meet current refunding requirements
under this act.

(¢) (1) The state treasurer shall credit %s of the revenue collected or received from the
tax imposed by K.S.A. 79-3703, and amendments thereto, at the rate of 4.9%, and deposited
as provided in subsection (a), exclusive of amounts credited pursuant to subsection (d), in
the state highway fund.

(2) The state treasurer shall credit %105 of the revenue collected or received from the tax
imposed by K.S.A. 79-3703, and amendments thereto, at the rate of 5.25%, and deposited
as provided by subsection (a), exclusive of amounts credited pursuant to subsection (d), in
the state highway fund.

(3) The state treasurer shall credit Y20 of the revenue collected or received from the tax
imposed by K.S.A. 79-3703, and amendments thereto, at the rate of 5%, and deposited as
provided by subsection (a), exclusive of amounts credited pursuant to subsection (d), in the
state highway fund.

(d) The state treasurer shall credit all revenue collected or received from the tax im-
posed by K.S.A. 79-3703, and amendments thereto, as certified by the director, from tax-
payers doing business within that portion of a redevelopment district occupied by a rede-
velopment project that was determined by the secretary of commerce and housing to be of
statewide as well as local importance or will create a major tourism area for the state as
defined in K.S.A. 12-1770a, and amendments thereto, to the city bond finance fund created
by subsection (d) of K.S.A. 79-3620, and amendments thereto. The provisions of this sub-
section shall expire when the total of all amounts credited hereunder and under subsection
(d) of K.S.A. 79-3620, and amendments thereto, is sufficient to retire the special obligation
bonds issued for the purpose of financing all or a portion of the costs of such redevelopment

roject.
P SJec. 5. On and after June 1, 2002, K.S.A. 2001 Supp. 79-3603, 79-3603b, 79-3620, 79-
3703 and 79-3710 are hereby repealed.

Sec. 6. This act shall take effect and be in force from and after its publication in the
Kansas register.”;

In the title, in line 10, by striking all after the semicolon; by striking all in lines 11 and
12 and inserting “increasing the rate thereof; amending K.S.A. 2001 Supp. 79-3603, 79-
3620, 79-3703 and 79-3710 and repealing the existing sections; also repealing K.S.A. 2001
Supp. 79-3603b.”;

On roll call, the vote was: Yeas 40; Nays 82; Present but not voting: 0; Absent or not
voting: 3.

Yeas: Aday, Aurand, Ballard, Ballou, Beggs, Benlon, Bethell, Boston, Campbell, Compton,
DiVita, Dreher, Edmonds, Freeborn, Glasscock, Hayzlett, Horst, Huff, Humerickhouse,
Krehbiel, Lane, Light, Lloyd, Loyd, Mason, Minor, Neufeld, Newton, O’Neal, Owens, Pat-
terson, J. Peterson, Ray, Sharp, Sloan, Stone, Tanner, Tomlinson, Weber, Wilk.

Nays: Barnes, Burroughs, Cook, Cox, Crow, Dahl, DeCastro, Dillmore, Faber, Feuer-
born, Findley, Flaharty, Flora, Garner, Gatewood, Gilbert, Goering, Gordon, Grant, Hen-
derson, Henry, Hermes, Holmes, Howell, Huebert, Hutchins, Huy, Johnson, Kauffman,
Kirk, Klein, Kuether, Landwehr, Larkin, Levinson, Lightner, Loganbill, M. Long, P. Long,
Mayans, Mays, McClure, McCreary, McKinney, McLeland, Merrick, Miller, Jim Morrison,
Judy Morrison, Myers, Nichols, Novascone, Osborne, Ostmeyer, Palmer, Pauls, E. Peterson,
Phelps, L. Powell, T. Powell, Powers, Pyle, Reardon, Rehorn, Ruff, Schwartz, Showalter,
Shriver, Shultz, Spangler, Swenson, Tafanelli, Thimesch, R. Toelkes, Toplikar, Vickrey,
Wells, Welshimer, D. Williams, J. Williams, Wilson, Winn.

Present but not voting: None.

Absent or not voting: O’Brien, Pottorff, Storm.

The motion of Rep. Edmonds did not prevail.
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Also, roll call was demanded on further motion of Rep. Edmonds to amend HB 2089 on
page 1, by striking all in lines 15 through 43;

By striking all on pages 2 through 4 and inserting the following:

“Section 1. On and after June 1, 2002, K.S.A. 2001 Supp. 79-3603 is hereby amended
to read as follows: 79-3603. For the privilege of engaging in the business of selling tangible
personal property at retail in this state or rendering or furnishing any of the services taxable
under this act, there is hereby levied and there shall be collected and paid a tax at the rate
of 9% 5.25% on and after June 1, 2002, and before June 1, 2003, 5.125% on and after
June 1, 2003, and before June 1, 2004, and 5% on and after June 1, 2004, and, within a
redevelopment district established pursuant to K.S.A. 74-8921, and amendments thereto,
there is hereby levied and there shall be collected and paid an additional tax at the rate of
2% until the earlier of the date the bonds issued to finance or refinance the redevelopment
project have been paid in full or the final scheduled maturity of the first series of bonds
issued to finance any part of the project upon:

(a) The gross receipts received from the sale of tangible personal property at retail
within this state;

(b) (1) the gross receipts from intrastate telephone or telegraph services; (2) the gross
receipts received from the sale of interstate telephone or telegraph services, which (A)
originate within this state and terminate outside the state and are billed to a customer’s
telephone number or account in this state; or (B) originate outside this state and terminate
within this state and are billed to a customer’s telephone number or account in this state
except that the sale of interstate telephone or telegraph service does not include: (A) Any
interstate incoming or outgoing wide area telephone service or wide area transmission type
service which entitles the subscriber to make or receive an unlimited number of commu-
nications to or from persons having telephone service in a specified area which is outside
the state in which the station provided this service is located; (B) any interstate private
communications service to the persons contracting for the receipt of that service that entitles
the purchaser to exclusive or priority use of a communications channel or group of channels
between exchanges; (C) any value-added nonvoice service in which computer processing
applications are used to act on the form, content, code or protocol of the information to be
transmitted; (D) any telecommunication service to a provider of telecommunication services
which will be used to render telecommunications services, including carrier access services;
or (E) any service or transaction defined in this section among entities classified as members
of an affiliated group as provided by section 1504 of the federal internal revenue code of
1986, as in effect on January 1, 2001. For the purposes of this subsection the term gross
receipts does not include purchases of telephone, telegraph or telecommunications using a
prepaid telephone calling card or prepaid authorization number. As used in this subsection,
a prepaid telephone calling card or prepaid authorization number means the right to exclu-
sively make telephone calls, paid for in advance, with the prepaid value measured in minutes
or other time units, that enables the origination of calls using an access number or author-
ization code or both, whether manually or electronically dialed; and (3) the gross receipts
from the provision of services taxable under this subsection which are billed on a combined
basis with nontaxable services, shall be accounted for and the tax remitted as follows: The
taxable portion of the selling price of those combined services shall include only those
charges for taxable services if the selling price for the taxable services can be readily distin-
guishable in the retailer’s books and records from the selling price for the nontaxable serv-
ices. Otherwise, the gross receipts from the sale of both taxable and nontaxable services
billed on a combined basis shall be deemed attributable to the taxable services included
therein. Within 90 days of billing taxable services on a combined basis with nontaxable
services, the retailer shall enter into a written agreement with the secretary identifying the
methodology to be used in determining the taxable portion of the selling price of those
combined services. The burden of proving that any receipt or charge is not taxable shall be
upon the retailer. Upon request from the customer, the retailer shall disclose to the customer
the selling price for the taxable services included in the selling price for the taxable and
nontaxable services billed on a combined basis;

(c) the gross receipts from the sale or furnishing of gas, water, electricity and heat,
which sale is not otherwise exempt from taxation under the provisions of this act, and
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whether furnished by municipally or privately owned utilities but such tax shall not be levied
and collected upon the gross receipts from: (1) The sale of a rural water district benefit
unit; (2) a water system impact fee, system enhancement fee or similar fee collected by a
water supplier as a condition for establishing service; or (3) connection or reconnection fees
collected by a water supplier;

(d) the gross receipts from the sale of meals or drinks furnished at any private club,
drinking establishment, catered event, restaurant, eating house, dining car, hotel, drugstore
or other place where meals or drinks are regularly sold to the public;

(e) the gross receipts from the sale of admissions to any place providing amusement,
entertainment or recreation services including admissions to state, county, district and local
fairs, but such tax shall not be levied and collected upon the gross receipts received from
sales of admissions to any cultural and historical event which occurs triennially;

(f) the gross receipts from the operation of any coin-operated device dispensing or
providing tangible personal property, amusement or other services except laundry services,
whether automatic or manually operated;

(g) the gross receipts from the service of renting of rooms by hotels, as defined by K.S.A.
36-501 and amendments thereto, or by accommodation brokers, as defined by K.S.A. 12-
1692, and amendments thereto;

(h) the gross receipts from the service of renting or leasing of tangible personal property
except such tax shall not apply to the renting or leasing of machinery, equipment or other
personal property owned by a city and purchased from the proceeds of industrial revenue
bonds issued prior to July 1, 1973, in accordance with the provisions of K.S.A. 12-1740
through 12-1749, and amendments thereto, and any city or lessee renting or leasing such
machinery, equipment or other personal property purchased with the proceeds of such
bonds who shall have paid a tax under the provisions of this section upon sales made prior
to July 1, 1973, shall be entitled to a refund from the sales tax refund fund of all taxes paid
thereon;

(i) the gross receipts from the rendering of dry cleaning, pressing, dyeing and laundry
services except laundry services rendered through a coin-operated device whether automatic
or manually operated;

(j) the gross receipts from the rendering of the services of washing and washing and
waxing of vehicles;

(k) the gross receipts from cable, community antennae and other subscriber radio and
television services;

(1) (1) except as otherwise provided by paragraph (2), the gross receipts received from
the sales of tangible personal property to all contractors, subcontractors or repairmen for
use by them in erecting structures, or building on, or otherwise improving, altering, or
repairing real or personal property.

(2)  Any such contractor, subcontractor or repairman who maintains an inventory of such
property both for sale at retail and for use by them for the purposes described by paragraph
(1) shall be deemed a retailer with respect to purchases for and sales from such inventory,
except that the gross receipts received from any such sale, other than a sale at retail, shall
be equal to the total purchase price paid for such property and the tax imposed thereon
shall be paid by the deemed retailer;

(m) the gross receipts received from fees and charges by public and private clubs, drink-
ing establishments, organizations and businesses for participation in sports, games and other
recreational activities, but such tax shall not be levied and collected upon the gross receipts
received from: (1) Fees and charges by any political subdivision, by any organization exempt
from property taxation pursuant to paragraph Ninth of K.S.A. 79-201, and amendments
thereto, or by any youth recreation organization exclusively providing services to persons 18
years of age or younger which is exempt from federal income taxation pursuant to section
501(c)(3) of the federal internal revenue code of 1986, for participation in sports, games
and other recreational activities; and (2) entry fees and charges for participation in a special
event or tournament sanctioned by a national sporting association to which spectators are
charged an admission which is taxable pursuant to subsection (e);

(n) the gross receipts received from dues charged by public and private clubs, drinking
establishments, organizations and businesses, payment of which entitles a member to the
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use of facilities for recreation or entertainment, but such tax shall not be levied and collected
upon the gross receipts received from: (1) Dues charged by any organization exempt from
property taxation pursuant to paragraphs Eighth and Ninth of K.S.A. 79-201, and amend-
ments thereto; and (2) sales of memberships in a nonprofit organization which is exempt
from federal income taxation pursuant to section 501 (c)(3) of the federal internal revenue
code of 1986, and whose purpose is to support the operation of a nonprofit zoo;

(o) the gross receipts received from the isolated or occasional sale of motor vehicles or
trailers but not including: (1) The transfer of motor vehicles or trailers by a person to a
corporation or limited liability company solely in exchange for stock securities or member-
ship interest in such corporation or limited liability company; or (2) the transfer of motor
vehicles or trailers by one corporation or limited liability company to another when all of
the assets of such corporation or limited liability company are transferred to such other
corporation or limited liability company; or (3) the sale of motor vehicles or trailers which
are subject to taxation pursuant to the provisions of K.S.A. 79-5101 et seq., and amendments
thereto, by an immediate family member to another immediate family member. For the
purposes of clause (3), immediate family member means lineal ascendants or descendants,
and their spouses. In determining the base for computing the tax on such isolated or oc-
casional sale, the fair market value of any motor vehicle or trailer traded in by the purchaser
to the seller may be deducted from the selling price;

(p) the gross receipts received for the service of installing or applying tangible personal
property which when installed or applied is not being held for sale in the regular course of
business, and whether or not such tangible personal property when installed or applied
remains tangible personal property or becomes a part of real estate, except that no tax shall
be imposed upon the service of installing or applying tangible personal property in connec-
tion with the original construction of a building or facility, the original construction, recon-
struction, restoration, remodeling, renovation, repair or replacement of a residence or the
construction, reconstruction, restoration, replacement or repair of a bridge or highway.

For the purposes of this subsection:

(1) “Original construction” shall mean the first or initial construction of a new building
or facility. The term “original construction” shall include the addition of an entire room or
floor to any existing building or facility, the completion of any unfinished portion of any
existing building or facility and the restoration, reconstruction or replacement of a building
or facility damaged or destroyed by fire, flood, tornado, lightning, explosion or earthquake,
but such term, except with regard to a residence, shall not include replacement, remodeling,
restoration, renovation or reconstruction under any other circumstances;

(2)  “building” shall mean only those enclosures within which individuals customarily
are employed, or which are customarily used to house machinery, equipment or other prop-
erty, and including the land improvements immediately surrounding such building;

(3) “facility” shall mean a mill, plant, refinery, oil or gas well, water well, feedlot or any
conveyance, transmission or distribution line of any cooperative, nonprofit, membership
corporation organized under or subject to the provisions of K.S.A. 17-4601 et seq., and
amendments thereto, or of any municipal or quasi-municipal corporation, including the land
improvements immediately surrounding such facility; and

(4) “residence” shall mean only those enclosures within which individuals customarily
live;

(q) the gross receipts received for the service of repairing, servicing, altering or main-
taining tangible personal property, except computer software described in subsection (s),
which when such services are rendered is not being held for sale in the regular course of
business, and whether or not any tangible personal property is transferred in connection
therewith. The tax imposed by this subsection shall be applicable to the services of repairing,
servicing, altering or maintaining an item of tangible personal property which has been and
is fastened to, connected with or built into real property;

(r) the gross receipts from fees or charges made under service or maintenance agree-
ment contracts for services, charges for the providing of which are taxable under the pro-
visions of subsection (p) or (q);

(s) the gross receipts received from the sale of computer software, and the sale of the
services of modifying, altering, updating or maintaining computer software. As used in this
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subsection, “computer software” means information and directions loaded into a computer
which dictate different functions to be performed by the computer. Computer software
includes any canned or prewritten program which is held or existing for general or repeated
sale, even if the program was originally developed for a single end user as custom computer
software. The sale of computer software or services does not include: (1) The initial sale of
any custom computer program which is originally developed for the exclusive use of a single
end user; or (2) those services rendered in the modification of computer software when the
modification is developed exclusively for a single end user only to the extent of the modi-
fication and only to the extent that the actual amount charged for the modification is sep-
arately stated on invoices, statements and other billing documents provided to the end user.
The services of modification, alteration, updating and maintenance of computer software
shall only include the modification, alteration, updating and maintenance of computer soft-
ware taxable under this subsection whether or not the services are actually provided;

(t) the gross receipts received for telephone answering services, including mobile phone
services, beeper services and other similar services;

(u) the gross receipts received from the sale of prepaid telephone calling cards or pre-
paid authorization numbers and the recharge of such cards or numbers. A prepaid telephone
calling card or prepaid authorization number means the right to exclusively make telephone
calls, paid for in advance, with the prepaid value measured in minutes or other time units,
that enables the origination of calls using an access number or authorization code or both,
whether manually or electronically dialed. If the sale or recharge of such card or number
does not take place at the vendor’s place of business, it shall be conclusively determined to
take place at the customer’s shipping address; if there is no item shipped then it shall be
the customer’s billing address; and

(v) the gross receipts received from the sales of bingo cards, bingo faces and instant
bingo tickets by licensees under K.S.A. 79-4701, et seq., and amendments thereto, shall be
taxed at a rate of: (1) 4.9% on July 1, 2000, and before July 1, 2001; and (2) 2.5% on July
1, 2001, and before July 1, 2002. From and after July 1, 2002, all sales of bingo cards, bingo
faces and instant bingo tickets by licensees under K.S.A. 79-4701 et seq., and amendments
thereto, shall be exempt from taxes imposed pursuant to this section.

Sec. 2. On and after June 1, 2002, K.S.A. 2001 Supp. 79-3703 is hereby amended to
read as follows: 79-3703. There is hereby levied and there shall be collected from every
person in this state a tax or excise for the privilege of using, storing, or consuming within
this state any article of tangible personal property. Such tax shall be levied and collected in
an amount equal to the consideration paid by the taxpayer multiplied by the rate of 9%
5.25% on and after June 1, 2002, and before June 1, 2003, 5.125% on and after June 1,
2003, and before June 1, 2004, and 5% on and after June 1, 2004. Within a redevelopment
district established pursuant to K.S.A. 2001 Supp. 74-8921, and amendments thereto, there
is hereby levied and there shall be collected and paid an additional tax of 2% until the earlier
of: (1) The date the bonds issued to finance or refinance the redevelopment project under-
taken in the district have been paid in full; or (2) the final scheduled maturity of the first
series of bonds issued to finance the redevelopment project. All property purchased or leased
within or without this state and subsequently used, stored or consumed in this state shall
be subject to the compensating tax if the same property or transaction would have been
subject to the Kansas retailers’ sales tax had the transaction been wholly within this state.

Sec. 3. On and after June 1, 2002, K.S.A. 2001 Supp. 79-3620 is hereby amended to
read as follows: 79-3620. (a) All revenue collected or received by the director of taxation
from the taxes imposed by this act shall be remitted to the state treasurer in accordance
with the provisions of K.S.A. 75-4215, and amendments thereto. Upon receipt of each such
remittance, the state treasurer shall deposit the entire amount in the state treasury, less
amounts withheld as provided in subsection (b) and amounts credited as provided in sub-
section (c) and (d), to the credit of the state general fund.

(b) A refund fund, designated as “sales tax refund fund” not to exceed $100,000 shall
be set apart and maintained by the director from sales tax collections and estimated tax
collections and held by the state treasurer for prompt payment of all sales tax refunds
including refunds authorized under the provisions of K.S.A. 79-3635, and amendments
thereto. Such fund shall be in such amount, within the limit set by this section, as the director
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shall determine is necessary to meet current refunding requirements under this act. In the
event such fund as established by this section is, at any time, insufficient to provide for the
payment of refunds due claimants thereof, the director shall certify the amount of additional
funds required to the director of accounts and reports who shall promptly transfer the
required amount from the state general fund to the sales tax refund fund, and notify the
state treasurer, who shall make proper entry in the records.

(¢) (I) The state treasurer shall credit %s of the revenue collected or received from the
tax imposed by K.S.A. 79-3603, and amendments thereto, at the rate of 4.9%, and deposited
as provided in subsection (a), exclusive of amounts credited pursuant to subsection (d), in
the state highway fund.

(2) The state treasurer shall credit %105 of the revenue collected or received from the tax
imposed by K.S.A. 79-3603, and amendments thereto, at the rate of 5.25%, and deposited
as provided by subsection (a), exclusive of amounts credited pursuant to subsection (d), in
the state highway fund.

(3) The state treasurer shall credit %os of the revenue collected and received from the
tax imposed by K.S.A. 79-3603, and amendments thereto, at the rate of 5.125%, and depos-
ited as provided by subsection (a) exclusive of amounts credited pursuant to subsection (d),
in the state highway fund.

(4) The state treasurer shall credit Y20 of the revenue collected and received from the
tax imposed by K.S.A. 79-3603, and amendments thereto, at the rate of 5%, and deposited
as provided by subsection (a) exclusive of amounts credited pursuant to subsection (d), in
the state highway fund.

(d) The state treasurer shall credit all revenue collected or received from the tax im-
posed by K.S.A. 79-3603, and amendments thereto, as certified by the director, from tax-
payers doing business within that portion of a redevelopment district occupied by a rede-
velopment project that was determined by the secretary of commerce and housing to be of
statewide as well as local importance or will create a major tourism area for the state as
defined in K.S.A. 12-1770a, and amendments thereto, to the city bond finance fund, which
fund is hereby created. The provisions of this subsection shall expire when the total of all
amounts credited hereunder and under subsection (d) of K.S.A. 79-3710, and amendments
thereto, is sufficient to retire the special obligation bonds issued for the purpose of financing
all or a portion of the costs of such redevelopment project.

Sec. 4. On and after June 1, 2002, K.S.A. 2001 Supp. 79-3710 is hereby amended to
read as follows: 79-3710. (a) All revenue collected or received by the director under the
provisions of this act shall be remitted to the state treasurer in accordance with the provisions
of K.S.A. 75-4215, and amendments thereto. Upon receipt of each such remittance, the
state treasurer shall deposit the entire amount in the state treasury, less amounts set apart
as provided in subsection (b) and amounts credited as provided in subsection (c) and (d),
to the credit of the state general fund.

(b) A revolving fund, designated as “compensating tax refund fund” not to exceed
$10,000 shall be set apart and maintained by the director from compensating tax collections
and estimated tax collections and held by the state treasurer for prompt payment of all
compensating tax refunds. Such fund shall be in such amount, within the limit set by this
section, as the director shall determine is necessary to meet current refunding requirements
under this act.

(¢) (1) The state treasurer shall credit 7s of the revenue collected or received from the
tax imposed by K.S.A. 79-3703, and amendments thereto, at the rate of 4.9%, and deposited
as provided in subsection (a), exclusive of amounts credited pursuant to subsection (d), in
the state highway fund.

(2) The state treasurer shall credit %105 of the revenue collected or received from the tax
imposed by K.S.A. 79-3703, and amendments thereto, at the rate of 5.25%, and deposited
as provided by subsection (a), exclusive of amounts credited pursuant to subsection (d), in
the state highway fund.

(3) The state treasurer shall credit 1%os of the revenue collected or received from the
tax imposed by K.S.A. 79-3703, and amendments thereto, at the rate of 5.125%, and depos-
ited as provided by subsection (a), exclusive of amounts credited pursuant to subsection (d),
in the state highway fund.
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(4) The state treasurer shall credit Y20 of the revenue collected or received from the tax
imposed by K.S.A. 79-3703, and amendments thereto, at the rate of 5%, and deposited as
provided by subsection (a), exclusive of amounts credited pursuant to subsection (d), in the
state highway fund.

(d) The state treasurer shall credit all revenue collected or received from the tax im-
posed by K.S.A. 79-3703, and amendments thereto, as certified by the director, from tax-
payers doing business within that portion of a redevelopment district occupied by a rede-
velopment project that was determined by the secretary of commerce and housing to be of
statewide as well as local importance or will create a major tourism area for the state as
defined in K.S.A. 12-1770a, and amendments thereto, to the city bond finance fund created
by subsection (d) of K.S.A. 79-3620, and amendments thereto. The provisions of this sub-
section shall expire when the total of all amounts credited hereunder and under subsection
(d) of K.S.A. 79-3620, and amendments thereto, is sufficient to retire the special obligation
bonds issued for the purpose of financing all or a portion of the costs of such redevelopment

roject.
P SJec. 5. On and after June 1, 2002, K.S.A. 2001 Supp. 79-3603, 79-3603b, 79-3620, 79-
3703 and 79-3710 are hereby repealed.

Sec. 6. This act shall take effect and be in force from and after its publication in the
Kansas register.”;

In the title, in line 10, by striking all after the semicolon; by striking all in lines 11 and
12 and inserting “increasing the rate thereof; amending K.S.A. 2001 Supp. 79-3603, 79-
3620, 79-3703 and 79-3710 and repealing the existing sections; also repealing K.S.A. 2001
Supp. 79-3603b.”;

On roll call, the vote was: Yeas 48; Nays 74; Present but not voting: 0; Absent or not
voting: 3.

Yeas: Aday, Aurand, Ballard, Ballou, Beggs, Benlon, Bethell, Boston, Campbell, Compton,
Cox, DiVita, Dreher, Edmonds, Freeborn, Glasscock, Hayzlett, Hermes, Holmes, Horst,
Huff, Humerickhouse, Hutchins, Johnson, Krehbiel, Lane, Light, Lightner, Lloyd, Loyd,
Mason, Merrick, Minor, Newton, O’Neal, Owens, Patterson, J. Peterson, Ray, Schwartz,
Sharp, Sloan, Stone, Swenson, Tanner, Tomlinson, Weber, Wilk.

Nays: Barnes, Burroughs, Cook, Crow, Dahl, DeCastro, Dillmore, Faber, Feuerborn,
Findley, Flaharty, Flora, Garner, Gatewood, Gilbert, Goering, Gordon, Grant, Henderson,
Henry, Howell, Huebert, Huy, Kauffman, Kirk, Klein, Kuether, Landwehr, Larkin, Lev-
inson, Loganbill, M. Long, P. Long, Mayans, Mays, McClure, McCreary, McKinney,
McLeland, Miller, Jim Morrison, Judy Morrison, Myers, Neufeld, Nichols, Novascone, Os-
borne, Ostmeyer, Palmer, Pauls, E. Peterson, Phelps, L. Powell, T. Powell, Powers, Pyle,
Reardon, Rehorn, Ruff, Showalter, Shriver, Shultz, Spangler, Tafanelli, Thimesch, R. To-
elkes, Toplikar, Vickrey, Wells, Welshimer, D. Williams, J. Williams, Wilson, Winn.

Present but not voting: None.

Absent or not voting: O’Brien, Pottorff, Storm.

The motion of Rep. Edmonds did not prevail.

Also, on motion to recommend HB 2089 favorably for passage, the motion did not prevail.

On motion of Rep. Edmonds HB 2265 (see previous action, Committee of the Whole,
HJ, pages 1664-1701) be amended on pages 19 through 40;

In the title, in line 13, by striking all after “ACT”; by striking all in lines 14 and 15;

Also, roll call was demanded on further motion of Rep. Edmonds to amend HB 2265 as
amended by House Committee of the Whole, on page 40, after line 32, by inserting the
following:

“Section 1. On and after June 1, 2002, K.S.A. 2001 Supp. 79-3603 is hereby amended
to read as follows: 79-3603. For the privilege of engaging in the business of selling tangible
personal property at retail in this state or rendering or furnishing any of the services taxable
under this act, there is hereby levied and there shall be collected and paid a tax at the rate
of 4.9% and, within a redevelopment district established pursuant to K.S.A. 74-8921, and
amendments thereto, there is hereby levied and there shall be collected and paid an addi-
tional tax at the rate of 2% until the earlier of the date the bonds issued to finance or
refinance the redevelopment project have been paid in full or the final scheduled maturity
of the first series of bonds issued to finance any part of the project upon:
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(a) The gross receipts received from the sale of tangible personal property at retail
within this state;

(b) (1) the gross receipts from intrastate telephone or telegraph services; (2) the gross
receipts received from the sale of interstate telephone or telegraph services, which (A)
originate within this state and terminate outside the state and are billed to a customer’s
telephone number or account in this state; or (B) originate outside this state and terminate
within this state and are billed to a customer’s telephone number or account in this state
except that the sale of interstate telephone or telegraph service does not include: (A) Any
interstate incoming or outgoing wide area telephone service or wide area transmission type
service which entitles the subscriber to make or receive an unlimited number of commu-
nications to or from persons having telephone service in a specified area which is outside
the state in which the station provided this service is located; (B) any interstate private
communications service to the persons contracting for the receipt of that service that entitles
the purchaser to exclusive or priority use of a communications channel or group of channels
between exchanges; (C) any value-added nonvoice service in which computer processing
applications are used to act on the form, content, code or protocol of the information to be
transmitted; (D) any telecommunication service to a provider of telecommunication services
which will be used to render telecommunications services, including carrier access services;
or (E) any service or transaction defined in this section among entities classified as members
of an affiliated group as provided by section 1504 of the federal internal revenue code of
1986, as in effect on January 1, 2001. For the purposes of this subsection the term gross
receipts does not include purchases of telephone, telegraph or telecommunications using a
prepaid telephone calling card or prepaid authorization number. As used in this subsection,
a prepaid telephone calling card or prepaid authorization number means the right to exclu-
sively make telephone calls, paid for in advance, with the prepaid value measured in minutes
or other time units, that enables the origination of calls using an access number or author-
ization code or both, whether manually or electronically dialed; and (3) the gross receipts
from the provision of services taxable under this subsection which are billed on a combined
basis with nontaxable services, shall be accounted for and the tax remitted as follows: The
taxable portion of the selling price of those combined services shall include only those
charges for taxable services if the selling price for the taxable services can be readily distin-
guishable in the retailer’s books and records from the selling price for the nontaxable serv-
ices. Otherwise, the gross receipts from the sale of both taxable and nontaxable services
billed on a combined basis shall be deemed attributable to the taxable services included
therein. Within 90 days of billing taxable services on a combined basis with nontaxable
services, the retailer shall enter into a written agreement with the secretary identifying the
methodology to be used in determining the taxable portion of the selling price of those
combined services. The burden of proving that any receipt or charge is not taxable shall be
upon the retailer. Upon request from the customer, the retailer shall disclose to the customer
the selling price for the taxable services included in the selling price for the taxable and
nontaxable services billed on a combined basis;

(c) the gross receipts from the sale or furnishing of gas, water, electricity and heat,
which sale is not otherwise exempt from taxation under the provisions of this act, and
whether furnished by municipally or privately owned utilities but such tax shall not be levied
and collected upon the gross receipts from: (1) The sale of a rural water district benefit
unit; (2) a water system impact fee, system enhancement fee or similar fee collected by a
water supplier as a condition for establishing service; or (3) connection or reconnection fees
collected by a water supplier;

(d) the gross receipts from the sale of meals or drinks furnished at any private club,
drinking establishment, catered event, restaurant, eating house, dining car, hotel, drugstore
or other place where meals or drinks are regularly sold to the public;

(e) the gross receipts from the sale of admissions to any place providing amusement,
entertainment or recreation services including admissions to state, county, district and local
fairs, but such tax shall not be levied and collected upon the gross receipts received from
sales of admissions to any cultural and historical event which occurs triennially;
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(f) the gross receipts from the operation of any coin-operated device dispensing or
providing tangible personal property, amusement or other services except laundry services,
whether automatic or manually operated;

(g) the gross receipts from the service of renting of rooms by hotels, as defined by K.S.A.
36-501 and amendments thereto, or by accommodation brokers, as defined by K.S.A. 12-
1692, and amendments thereto;

(h) the gross receipts from the service of renting or leasing of tangible personal property
except such tax shall not apply to the renting or leasing of machinery, equipment or other
personal property owned by a city and purchased from the proceeds of industrial revenue
bonds issued prior to July 1, 1973, in accordance with the provisions of K.S.A. 12-1740
through 12-1749, and amendments thereto, and any city or lessee renting or leasing such
machinery, equipment or other personal property purchased with the proceeds of such
bonds who shall have paid a tax under the provisions of this section upon sales made prior
to July 1, 1973, shall be entitled to a refund from the sales tax refund fund of all taxes paid
thereon;

(i) the gross receipts from the rendering of dry cleaning, pressing, dyeing and laundry
services except laundry services rendered through a coin-operated device whether automatic
or manually operated;

(j) the gross receipts from the rendering of the services of washing and washing and
waxing of vehicles;

(k) the gross receipts from cable, community antennae and other subscriber radio and
television services;

(1) (1) except as otherwise provided by paragraph (2), the gross receipts received from
the sales of tangible personal property to all contractors, subcontractors or repairmen for
use by them in erecting structures, or building on, or otherwise improving, altering, or
repairing real or personal property.

(2)  Any such contractor, subcontractor or repairman who maintains an inventory of such
property both for sale at retail and for use by them for the purposes described by paragraph
(1) shall be deemed a retailer with respect to purchases for and sales from such inventory,
except that the gross receipts received from any such sale, other than a sale at retail, shall
be equal to the total purchase price paid for such property and the tax imposed thereon
shall be paid by the deemed retailer;

(m) the gross receipts received from fees and charges by public and private clubs, drink-
ing establishments, organizations and businesses for participation in sports, games and other
recreational activities, but such tax shall not be levied and collected upon the gross receipts
received from: (1) Fees and charges by any political subdivision, by any organization exempt
from property taxation pursuant to paragraph Ninth of K.S.A. 79-201, and amendments
thereto, or by any youth recreation organization exclusively providing services to persons 18
years of age or younger which is exempt from federal income taxation pursuant to section
501(c)(3) of the federal internal revenue code of 1986, for participation in sports, games
and other recreational activities; and (2) entry fees and charges for participation in a special
event or tournament sanctioned by a national sporting association to which spectators are
charged an admission which is taxable pursuant to subsection (e);

(n) the gross receipts received from dues charged by public and private clubs, drinking
establishments, organizations and businesses, payment of which entitles a member to the
use of facilities for recreation or entertainment, but such tax shall not be levied and collected
upon the gross receipts received from: (1) Dues charged by any organization exempt from
property taxation pursuant to paragraphs Eighth and Ninth of K.S.A. 79-201, and amend-
ments thereto; and (2) sales of memberships in a nonprofit organization which is exempt
from federal income taxation pursuant to section 501 (c)(3) of the federal internal revenue
code of 1986, and whose purpose is to support the operation of a nonprofit zoo;

(0) the gross receipts received from the isolated or occasional sale of motor vehicles or
trailers but not including: (1) The transfer of motor vehicles or trailers by a person to a
corporation or limited liability company solely in exchange for stock securities or member-
ship interest in such corporation or limited liability company; or (2) the transfer of motor
vehicles or trailers by one corporation or limited liability company to another when all of
the assets of such corporation or limited liability company are transferred to such other



MAy 4, 2002 2343

corporation or limited liability company; or (3) the sale of motor vehicles or trailers which
are subject to taxation pursuant to the provisions of K.S.A. 79-5101 et seq., and amendments
thereto, by an immediate family member to another immediate family member. For the
purposes of clause (3), immediate family member means lineal ascendants or descendants,
and their spouses. In determining the base for computing the tax on such isolated or oc-
casional sale, the fair market value of any motor vehicle or trailer traded in by the purchaser
to the seller may be deducted from the selling price;

(p) the gross receipts received for the service of installing or applying tangible personal
property which when installed or applied is not being held for sale in the regular course of
business, and whether or not such tangible personal property when installed or applied
remains tangible personal property or becomes a part of real estate, except that no tax shall
be imposed upon the service of installing or applying tangible personal property in connec-
tion with the original construction of a building or facility, the original construction, recon-
struction, restoration, remodeling, renovation, repair or replacement of a residence or the
construction, reconstruction, restoration, replacement or repair of a bridge or highway.

For the purposes of this subsection:

(1) “Original construction” shall mean the first or initial construction of a new building
or facility. The term “original construction” shall include the addition of an entire room or
floor to any existing building or facility, the completion of any unfinished portion of any
existing building or facility and the restoration, reconstruction or replacement of a building
or facility damaged or destroyed by fire, flood, tornado, lightning, explosion or earthquake,
but such term, except with regard to a residence, shall not include replacement, remodeling,
restoration, renovation or reconstruction under any other circumstances;

(2)  “building” shall mean only those enclosures within which individuals customarily
are employed, or which are customarily used to house machinery, equipment or other prop-
erty, and including the land improvements immediately surrounding such building;

(3)  “facility” shall mean a mill, plant, refinery, oil or gas well, water well, feedlot or any
conveyance, transmission or distribution line of any cooperative, nonprofit, membership
corporation organized under or subject to the provisions of K.S.A. 17-4601 et seq., and
amendments thereto, or of any municipal or quasi-municipal corporation, including the land
improvements immediately surrounding such facility; and

(4) “residence” shall mean only those enclosures within which individuals customarily
live;

(q) the gross receipts received for the service of repdlrlng 5erv1ung altermg or main-
taining tangible personal prope c
which when such services are rendered is not bemg held for sale in the regular course of
business, and whether or not any tangible personal property is transferred in connection
therewith. The tax imposed by this subsection shall be applicable to the services of repairing,
servicing, altering or maintaining an item of tangible personal property which has been and
is fastened to, connected with or built into real property;

(r) the gross receipts from fees or charges made under service or maintenance agree-
ment contracts for services, charges for the providing of which are taxable under the pro-
visions of subsection (p) or (q);

(s) the gross receipts received from the sale of computer software, and the sale of the
services of modifying, altering, updating or maintaining computer software. As used in this
subsection, “computer software” means information and directions loaded into a computer

VVthh dlctate dlffelent functlons to be performed by the computer—eomp‘nter-soﬁware
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(t) the gross receipts received for telephone answering services, including mobile phone
services, beeper services and other similar services;

(u) the gross receipts received from the sale of prepaid telephone calling cards or pre-
paid authorization numbers and the recharge of such cards or numbers. A prepaid telephone
calling card or prepaid authorization number means the right to exclusively make telephone
calls, paid for in advance, with the prepaid value measured in minutes or other time units,
that enables the origination of calls using an access number or authorization code or both,
whether manually or electronically dialed. If the sale or recharge of such card or number
does not take place at the vendor’s place of business, it shall be conclusively determined to
take place at the customer’s shipping address; if there is no item shipped then it shall be
the customer’s billing address; and

(v) the gross receipts received from the sales of bingo cards, bingo faces and instant
bingo tickets by licensees under K.S.A. 79-4701, et seq., and amendments thereto, shall be
taxed at a rate of: (1) 4.9% on July 1, 2000, and before July 1, 2001; and (2) 2.5% on July
1, 2001, and before July 1, 2002. From and after July 1, 2002, all sales of bingo cards, bingo
faces and instant bingo tickets by licensees under K.S.A. 79-4701 et seq., and amendments
thereto, shall be exempt from taxes imposed pursuant to this section.

Sec. 2. On and after June 1, 2002, K.S.A. 2001 Supp. 79-3603 is hereby repealed.

Sec. 3. This act shall take effect and be in force from and after its publication in the
Kansas register.”;

In the title, in line 13, after “ACT” by inserting “relating to sales taxation; concerning
exemptions therefrom; amending K.S.A. 2001 Supp. 79-3603 and repealing the existing
section.”

On roll call, the vote was: Yeas 61; Nays 61; Present but not voting: 0; Absent or not
voting: 3.

Yeas: Aday, Aurand, Ballard, Ballou, Beggs, Benlon, Bethell, Boston, Campbell, Compton,
Cox, Dahl, DiVita, Dreher, Edmonds, Findley, Freeborn, Gatewood, Glasscock, Grant,
Hayzlett, Hermes, Holmes, Horst, Huff, Humerickhouse, Hutchins, Johnson, Krehbiel,
Lane, Light, Lightner, Lloyd, Loyd, Mason, Merrick, Jim Morrison, Judy Morrison, Neufeld,
Newton, Nichols, O’Neal, Osborne, Owens, Patterson, ]. Peterson, Ray, Schwartz, Sharp,
Shultz, Sloan, Stone, Swenson, Tafanelli, Tanner, Tomlinson, Vickrey, Weber, Wilk, D.
Williams, Wilson.

Nays: Barnes, Burroughs, Cook, Crow, DeCastro, Dillmore, Faber, Feuerborn, Flaharty,
Flora, Garner, Gilbert, Goering, Gordon, Henderson, Henry, Howell, Huebert, Huy, Kauff-
man, Kirk, Klein, Kuether, Landwehr, Larkin, Levinson, Loganbill, M. Long, P. Long,
Mayans, Mays, McClure, McCreary, McKinney, McLeland, Miller, Minor, Myers, Novas-
cone, Ostmeyer, Palmer, Pauls, E. Peterson, Phelps, L. Powell, T. Powell, Powers, Pyle,
Reardon, Rehorn, Ruff, Showalter, Shriver, Spangler, Thimesch, R. Toelkes, Toplikar,
Wells, Welshimer, J. Williams, Winn.

Present but not voting: None.

Absent or not voting: O’Brien, Pottorff, Storm.

The motion of Rep. Edmonds did not prevail.

Also, roll call was demanded on further motion of Rep. Edmonds to amend HB 2265 as
amended by House Committee of the Whole, on page 40, after line 32, by inserting the
following:

“Section 1. On and after June 1, 2002, K.S.A. 2001 Supp. 79-3606 is hereby amended
to read as follows: 79-3606. The following shall be exempt from the tax imposed by this act:

(a) All sales of motor-vehicle fuel or other articles upon which a sales or excise tax has
been paid, not subject to refund, under the laws of this state except cigarettes as defined
by K.S.A. 79-3301 and amendments thereto, cereal malt beverages and malt products as
defined by K.S.A. 79-3817 and amendments thereto, including wort, liquid malt, malt syrup
and malt extract, which is not subject to taxation under the provisions of K.S.A. 79-41a02
and amendments thereto, motor vehicles taxed pursuant to K.S.A. 79-5117, and amend-
ments thereto, tires taxed pursuant to K.S.A. 65-3424d, and amendments thereto, and dry-
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cleaning and laundry services taxed pursuant to K.S.A. 2001 Supp. 65-34,150, and amend-
ments thereto;

(b) all sales of tangible personal property or service, including the renting and leasing
of tangible personal property, purchased directly by the state of Kansas, a political subdi-
vision thereof, other than a school or educational institution, or purchased by a public or
private nonprofit hospital or public hospital authority or nonprofit blood, tissue or organ
bank and used exclusively for state, political subdivision, hospital or public hospital authority
or nonprofit blood, tissue or organ bank purposes, except when: (1) Such state, hospital or
public hospital authority is engaged or proposes to engage in any business specifically taxable
under the provisions of this act and such items of tangible personal property or service are
used or proposed to be used in such business, or (2) such political subdivision is engaged
or proposes to engage in the business of furnishing gas, electricity or heat to others and
such items of personal property or service are used or proposed to be used in such business;

(c) all sales of tangible personal property or services, including the renting and leasing
of tangible personal property, purchased directly by a public or private elementary or sec-
ondary school or public or private nonprofit educational institution and used primarily by
such school or institution for nonsectarian programs and activities provided or sponsored
by such school or institution or in the erection, repair or enlargement of buildings to be
used for such purposes. The exemption herein provided shall not apply to erection, con-
struction, repair, enlargement or equipment of buildings used primarily for human
habitation;

(d) all sales of tangible personal property or services purchased by a contractor for the
purpose of constructing, equipping, reconstructing, maintaining, repairing, enlarging, fur-
nishing or remodeling facilities for any public or private nonprofit hospital or public hospital
authority, public or private elementary or secondary school or a public or private nonprofit
educational institution, which would be exempt from taxation under the provisions of this
act if purchased directly by such hospital or public hospital authority, school or educational
institution; and all sales of tangible personal property or services purchased by a contractor
for the purpose of constructing, equipping, reconstructing, maintaining, repairing, enlarging,
furnishing or remodeling facilities for any political subdivision of the state or district de-
scribed in subsection (s), the total cost of which is paid from funds of such political subdi-
vision or district and which would be exempt from taxation under the provisions of this act
if purchased directly by such political subdivision or district. Nothing in this subsection or
in the provisions of K.S.A. 12-3418 and amendments thereto, shall be deemed to exempt
the purchase of any construction machinery, equipment or tools used in the constructing,
equipping, reconstructing, maintaining, repairing, enlarging, furnishing or remodeling fa-
cilities for any political subdivision of the state or any such district. As used in this subsection,
K.S.A. 12-3418 and 79-3640, and amendments thereto, “funds of a political subdivision”
shall mean general tax revenues, the proceeds of any bonds and gifts or grants-in-aid. Gifts
shall not mean funds used for the purpose of constructing, equipping, reconstructing, re-
pairing, enlarging, furnishing or remodeling facilities which are to be leased to the donor.
When any political subdivision of the state, district described in subsection (s), public or
private nonprofit hospital or public hospital authority, public or private elementary or sec-
ondary school or public or private nonprofit educational institution shall contract for the
purpose of constructing, equipping, reconstructing, maintaining, repairing, enlarging, fur-
nishing or remodeling facilities, it shall obtain from the state and furnish to the contractor
an exemption certificate for the project involved, and the contractor may purchase materials
for incorporation in such project. The contractor shall furnish the number of such certificate
to all suppliers from whom such purchases are made, and such suppliers shall execute
invoices covering the same bearing the number of such certificate. Upon completion of the
project the contractor shall furnish to the political subdivision, district described in subsec-
tion (s), hospital or public hospital authority, school or educational institution concerned a
sworn statement, on a form to be provided by the director of taxation, that all purchases so
made were entitled to exemption under this subsection. As an alternative to the foregoing
procedure, any such contracting entity may apply to the secretary of revenue for agent status
for the sole purpose of issuing and furnishing project exemption certificates to contractors
pursuant to rules and regulations adopted by the secretary establishing conditions and stan-
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dards for the granting and maintaining of such status. All invoices shall be held by the
contractor for a period of five years and shall be subject to audit by the director of taxation.
If any materials purchased under such a certificate are found not to have been incorporated
in the building or other project or not to have been returned for credit or the sales or
compensating tax otherwise imposed upon such materials which will not be so incorporated
in the building or other project reported and paid by such contractor to the director of
taxation not later than the 20th day of the month following the close of the month in which
it shall be determined that such materials will not be used for the purpose for which such
certificate was issued, the political subdivision, district described in subsection (s), hospital
or public hospital authority, school or educational institution concerned shall be liable for
tax on all materials purchased for the project, and upon payment thereof it may recover the
same from the contractor together with reasonable attorney fees. Any contractor or any
agent, employee or subcontractor thereof, who shall use or otherwise dispose of any ma-
terials purchased under such a certificate for any purpose other than that for which such a
certificate is issued without the payment of the sales or compensating tax otherwise imposed
upon such materials, shall be guilty of a misdemeanor and, upon conviction therefor, shall
be subject to the penalties provided for in subsection (g) of K.S.A. 79-3615, and amendments
thereto;

(e) all sales of tangible personal property or services purchased by a contractor for the
erection, repair or enlargement of buildings or other projects for the government of the
United States, its agencies or instrumentalities, which would be exempt from taxation if
purchased directly by the government of the United States, its agencies or instrumentalities.
When the government of the United States, its agencies or instrumentalities shall contract
for the erection, repair, or enlargement of any building or other project, it shall obtain from
the state and furnish to the contractor an exemption certificate for the project involved, and
the contractor may purchase materials for incorporation in such project. The contractor
shall furnish the number of such certificates to all suppliers from whom such purchases are
made, and such suppliers shall execute invoices covering the same bearing the number of
such certificate. Upon completion of the project the contractor shall furnish to the govern-
ment of the United States, its agencies or instrumentalities concerned a sworn statement,
on a form to be provided by the director of taxation, that all purchases so made were entitled
to exemption under this subsection. As an alternative to the foregoing procedure, any such
contracting entity may apply to the secretary of revenue for agent status for the sole purpose
of issuing and furnishing project exemption certificates to contractors pursuant to rules and
regulations adopted by the secretary establishing conditions and standards for the granting
and maintaining of such status. All invoices shall be held by the contractor for a period of
five years and shall be subject to audit by the director of taxation. Any contractor or any
agent, employee or subcontractor thereof, who shall use or otherwise dispose of any ma-
terials purchased under such a certificate for any purpose other than that for which such a
certificate is issued without the payment of the sales or compensating tax otherwise imposed
upon such materials, shall be guilty of a misdemeanor and, upon conviction therefor, shall
be subject to the penalties provided for in subsection (g) of K.S.A. 79-3615 and amendments
thereto;

(f) tangible personal property purchased by a railroad or public utility for consumption
or movement directly and immediately in interstate commerce;

(g) sales of aircraft including remanufactured and modified aircraft, sales of aircraft
repair, modification and replacement parts and sales of services employed in the remanu-
facture, modification and repair of aircraft sold to persons using directly or through an
authorized agent such aircraft and aircraft repair, modification and replacement parts as
certified or licensed carriers of persons or property in interstate or foreign commerce under
authority of the laws of the United States or any foreign government or sold to any foreign
government or agency or instrumentality of such foreign government and all sales of aircraft,
aircraft parts, replacement parts and services employed in the remanufacture, modification
and repair of aircraft for use outside of the United States;

(h) all rentals of nonsectarian textbooks by public or private elementary or secondary
schools;
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7 (i) meals served without charge or food used in the preparation of such meals to
employees of any restaurant, eating house, dining car, hotel, drugstore or other place where
meals or drinks are regularly sold to the public if such employees” duties are related to the
furnishing or sale of such meals or drinks;

tk} (j) any motor vehicle, semitrailer or pole trailer, as such terms are defined by K.S.A.
8-126 and amendments thereto, or aircraft sold and delivered in this state to a bona fide
resident of another state, which motor vehicle, semitrailer, pole trailer or aircraft is not to
be registered or based in this state and which vehicle, semitrailer, pole trailer or aircraft will
not remain in this state more than 10 days;

th (k) all isolated or occasional sales of tangible personal property, services, substances
or things, except isolated or occasional sale of motor vehicles specifically taxed under the
provisions of subsection (o) of K.S.A. 79-3603 and amendments thereto;

fmm (1) all sales of tangible personal property which become an ingredient or component
part of tangible personal property or services produced, manufactured or compounded for
ultimate sale at retail within or without the state of Kansas; and any such producer, manu-
facturer or compounder may obtain from the director of taxation and furnish to the supplier
an exemption certificate number for tangible personal property for use as an ingredient or
component part of the property or services produced, manufactured or compounded;

fm (m) all sales of tangible personal property which is consumed in the production,
manufacture, processing, mining, drilling, refining or compounding of tangible personal
property, the treating of by-products or wastes derived from any such production process,
the providing of services or the irrigation of crops for ultimate sale at retail within or without
the state of Kansas; and any purchaser of such property may obtain from the director of
taxation and furnish to the supplier an exemption certificate number for tangible personal
property for consumption in such production, manufacture, processing, mining, drilling,
refining, compounding, treating, irrigation and in providing such services;

fo} (n) all sales of animals, fowl and aquatic plants and animals, the primary purpose of
which is use in agriculture or aquaculture, as defined in K.S.A. 47-1901, and amendments
thereto, the production of food for human consumption, the production of animal, dairy,
poultry or aquatic plant and animal products, fiber or fur, or the production of offspring for
use for any such purpose or purposes;

{p} (o) all sales of drugs, as defined by K.S.A. 65-1626 and amendments thereto, dis-
pensed pursuant to a prescription order, as defined by K.S.A. 65-1626 and amendments
thereto, by a licensed practitioner or a mid-level practitioner as defined by K.S.A. 65-1626,
and amendments thereto;

fq) (p) all sales of insulin dispensed by a person licensed by the state board of pharmacy
to a person for treatment of diabetes at the direction of a person licensed to practice med-
icine by the board of healing arts;

fr1(q) all sales of prosthetic and orthopedic appliances prescribed in writing by a person
licensed to practice the healing arts, dentistry or optometry. For the purposes of this sub-
section, the term prosthetic and orthopedic appliances means any apparatus, instrument,
device, or equipment used to replace or substitute for any missing part of the body; used
to alleviate the malfunction of any part of the body; or used to assist any disabled person in
leading a normal life by facilitating such person’s mobility; such term shall include acces-
sories attached or to be attached to motor vehicles, but such term shall not include motor
vehicles or personal property which when installed becomes a fixture to real property;

s} (r) except as provided in K.S.A. 2001 Supp. 82a-2101, and amendments thereto, all
sales of tangible personal property or services purchased directly or indirectly by a ground-
water management district organized or operating under the authority of K.S.A. 82a-1020
et seq. and amendments thereto, by a rural water district organized or operating under the
authority of K.S.A. 82a-612, and amendments thereto, or by a water supply district organized
or operating under the authority of K.S.A. 19-3501 et seq., 19-3522 et seq. or 19-3545, and
amendments thereto, which property or services are used in the construction activities,
operation or maintenance of the district;
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) (s) all sales of farm machinery and equipment or aquaculture machinery and equip-
ment, repair and replacement parts therefor and services performed in the repair and main-
tenance of such machinery and equipment. For the purposes of this subsection the term
“farm machinery and equipment or aquaculture machinery and equipment” shall include
machinery and equipment used in the operation of Christmas tree farming but shall not
include any passenger vehicle, truck, truck tractor, trailer, semitrailer or pole trailer, other
than a farm trailer, as such terms are defined by K.S.A. 8-126 and amendments thereto.
Each purchaser of farm machinery and equipment or aquaculture machinery and equipment
exempted herein must certify in writing on the copy of the invoice or sales ticket to be
retained by the seller that the farm machinery and equipment or aquaculture machinery
and equipment purchased will be used only in farming, ranching or aquaculture production.
Farming or ranching shall include the operation of a feedlot and farm and ranch work for
hire and the operation of a nursery;

fw (t) all leases or rentals of tangible personal property used as a dwelling if such
tangible personal property is leased or rented for a period of more than 28 consecutive days;

v} (u) all sales of food products to any contractor for use in preparing meals for delivery
to homebound elderly persons over 60 years of age and to homebound disabled persons or
to be served at a group-sitting at a location outside of the home to otherwise homebound
elderly persons over 60 years of age and to otherwise homebound disabled persons, as all
or part of any food service project funded in whole or in part by government or as part of
a private nonprofit food service project available to all such elderly or disabled persons
residing within an area of service designated by the private nonprofit organization, and all
sales of food products for use in preparing meals for consumption by indigent or homeless
individuals whether or not such meals are consumed at a place designated for such purpose;

fw} (v) all sales of natural gas, electricity, heat and water delivered through mains, lines
or pipes: (1) To residential premises for noncommercial use by the occupant of such prem-
ises; (2) for agricultural use and also, for such use, all sales of propane gas; (3) for use in
the severing of oil; and (4) to any property which is exempt from property taxation pursuant
to K.S.A. 79-201b Second through Sixth. As used in this paragraph, “severing“ shall have
the meaning ascribed thereto by subsection (k) of K.S.A. 79-4216, and amendments thereto;

fx) (w) all sales of propane gas, LP-gas, coal, wood and other fuel sources for the pro-
duction of heat or lighting for noncommercial use of an occupant of residential premises;

fy} (x) all sales of materials and services used in the repairing, servicing, altering, main-
taining, manufacturing, remanufacturing, or modification of railroad rolling stock for use in
interstate or foreign commerce under authority of the laws of the United States;

2} (y) all sales of tangible personal property and services purchased directly by a port
authority or by a contractor therefor as provided by the provisions of K.S.A. 12-3418 and
amendments thereto;

faay (2z) all sales of materials and services applied to equipment which is transported
into the state from without the state for repair, service, alteration, maintenance, remanu-
facture or modification and which is subsequently transported outside the state for use in
the transmission of liquids or natural gas by means of pipeline in interstate or foreign com-
merce under authority of the laws of the United States;

thbb} (aa) all sales of used mobile homes or manufactured homes. As used in this sub-
section: (1) “Mobile homes” and “manufactured homes” shall have the meanings ascribed
thereto by K.S.A. 58-4202 and amendments thereto; and (2) “sales of used mobile homes
or manufactured homes” means sales other than the original retail sale thereof;

fee} (bb)  all sales of tangible personal property or services purchased for the purpose
of and in conjunction with constructing, reconstructing, enlarging or remodeling a business
or retail business which meets the requirements established in K.S.A. 74-50,115 and amend-
ments thereto, and the sale and installation of machinery and equipment purchased for
installation at any such business or retail business. When a person shall contract for the
construction, reconstruction, enlargement or remodeling of any such business or retail busi-
ness, such person shall obtain from the state and furnish to the contractor an exemption
certificate for the project involved, and the contractor may purchase materials, machinery
and equipment for incorporation in such project. The contractor shall furnish the number
of such certificates to all suppliers from whom such purchases are made, and such suppliers
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shall execute invoices covering the same bearing the number of such certificate. Upon
completion of the project the contractor shall furnish to the owner of the business or retail
business a sworn statement, on a form to be provided by the director of taxation, that all
purchases so made were entitled to exemption under this subsection. All invoices shall be
held by the contractor for a period of five years and shall be subject to audit by the director
of taxation. Any contractor or any agent, employee or subcontractor thereof, who shall use
or otherwise dispose of any materials, machinery or equipment purchased under such a
certificate for any purpose other than that for which such a certificate is issued without the
payment of the sales or compensating tax otherwise imposed thereon, shall be guilty of a
misdemeanor and, upon conviction therefor, shall be subject to the penalties provided for
in subsection (g) of K.S.A. 79-3615 and amendments thereto. As used in this subsection,
“business” and “retail business” have the meanings respectively ascribed thereto by K.S.A.
74-50,114 and amendments thereto;

tddh (cc) all sales of tangible personal property purchased with food stamps issued by
the United States department of agriculture;

fee) (dd)  all sales of lottery tickets and shares made as part of a lottery operated by the
state of Kansas;

5 (ee) onand after July 1, 1988, all sales of new mobile homes or manufactured homes
to the extent of 40% of the gross receipts, determined without regard to any trade-in allow-
ance, received from such sale. As used in this subsection, “mobile homes” and “manufac-
tured homes” shall have the meanings ascribed thereto by K.S.A. 58-4202 and amendments
thereto;

feg) (ff) all sales of tangible personal property purchased in accordance with vouchers
issued pursuant to the federal special supplemental food program for women, infants and
children;

thin (gg) all sales of medical supplies and equipment purchased directly by a nonprofit
skilled nursing home or nonprofit intermediate nursing care home, as defined by K.S.A. 39-
923, and amendments thereto, for the purpose of providing medical services to residents
thereof. This exemption shall not apply to tangible personal property customarily used for
human habitation purposes;

{it} (hh) all sales of tangible personal property purchased directly by a nonprofit organ-
ization for nonsectarian comprehensive multidiscipline youth development programs and
activities provided or sponsored by such organization, and all sales of tangible personal
property by or on behalf of any such organization. This exemption shall not apply to tangible
personal property customarily used for human habitation purposes;

G (ii) all sales of tangible personal property or services, including the renting and
leasing of tangible personal property, purchased directly on behalf of a community-based
mental retardation facility or mental health center organized pursuant to K.S.A. 19-4001 et
seq., and amendments thereto, and licensed in accordance with the provisions of K.S.A. 75-
3307b and amendments thereto. This exemption shall not apply to tangible personal prop-
erty customarily used for human habitation purposes;

o (ji) (1) (A) all sales of machinery and equipment which are used in this state as
an integral or essential part of an integrated production operation by a manufacturing or
processing plant or facility;

(B) all sales of installation, repair and maintenance services performed on such ma-
chinery and equipment; and

(C) all sales of repair and replacement parts and accessories purchased for such ma-
chinery and equipment.

(2)  For purposes of this subsection:

(A) “Integrated production operation” means an integrated series of operations engaged
in at a manufacturing or processing plant or facility to process, transform or convert tangible
personal property by physical, chemical or other means into a different form, composition
or character from that in which it originally existed. Integrated production operations shall
include: (i) Production line operations, including packaging operations; (ii) preproduction
operations to handle, store and treat raw materials; (iii) post production handling, storage,
warehousing and distribution operations; and (iv) waste, pollution and environmental control
operations, if any;
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(B) “production line” means the assemblage of machinery and equipment at a manu-
facturing or processing plant or facility where the actual transformation or processing of
tangible personal property occurs;

(C)  “manufacturing or processing plant or facility” means a single, fixed location owned
or controlled by a manufacturing or processing business that consists of one or more struc-
tures or buildings in a contiguous area where integrated production operations are con-
ducted to manufacture or process tangible personal property to be ultimately sold at retail.
Such term shall not include any facility primarily operated for the purpose of conveying or
assisting in the conveyance of natural gas, electricity, oil or water. A business may operate
one or more manufacturing or processing plants or facilities at different locations to man-
ufacture or process a single product of tangible personal property to be ultimately sold at
retail;

(D) “manufacturing or processing business” means a business that utilizes an integrated
production operation to manufacture, process, fabricate, finish, or assemble items for whole-
sale and retail distribution as part of what is commonly regarded by the general public as
an industrial manufacturing or processing operation or an agricultural commodity processing
operation. (i) Industrial manufacturing or processing operations include, by way of illustra-
tion but not of limitation, the fabrication of automobiles, airplanes, machinery or transpor-
tation equipment, the fabrication of metal, plastic, wood, or paper products, electricity
power generation, water treatment, petroleum refining, chemical production, wholesale bot-
tling, newspaper printing, ready mixed concrete production, and the remanufacturing of
used parts for wholesale or retail sale. Such processing operations shall include operations
at an oil well, gas well, mine or other excavation site where the oil, gas, minerals, coal, clay,
stone, sand or gravel that has been extracted from the earth is cleaned, separated, crushed,
ground, milled, screened, washed, or otherwise treated or prepared before its transmission
to a refinery or before any other wholesale or retail distribution. (ii) Agricultural commodity
processing operations include, by way of illustration but not of limitation, meat packing,
poultry slaughtering and dressing, processing and packaging farm and dairy products in
sealed containers for wholesale and retail distribution, feed grinding, grain milling, frozen
food processing, and grain handling, cleaning, blending, fumigation, drying and aeration
operations engaged in by grain elevators or other grain storage facilities. (iii) Manufacturing
or processing businesses do not include, by way of illustration but not of limitation, nonin-
dustrial businesses whose operations are primarily retail and that produce or process tangible
personal property as an incidental part of conducting the retail business, such as retailers
who bake, cook or prepare food products in the regular course of their retail trade, grocery
stores, meat lockers and meat markets that butcher or dress livestock or poultry in the
regular course of their retail trade, contractors who alter, service, repair or improve real
property, and retail businesses that clean, service or refurbish and repair tangible personal
property for its owner;

(E) “repair and replacement parts and accessories” means all parts and accessories for
exempt machinery and equipment, including, but not limited to, dies, jigs, molds, patterns
and safety devices that are attached to exempt machinery or that are otherwise used in
production, and parts and accessories that require periodic replacement such as belts, drill
bits, grinding wheels, grinding balls, cutting bars, saws, refractory brick and other refractory
items for exempt kiln equipment used in production operations;

(F) “primary” or “primarily” mean more than 50% of the time.

(3) For purposes of this subsection, machinery and equipment shall be deemed to be
used as an integral or essential part of an integrated production operation when used:

(A) To receive, transport, convey, handle, treat or store raw materials in preparation of
its placement on the production line;

(B) to transport, convey, handle or store the property undergoing manufacturing or
processing at any point from the beginning of the production line through any warehousing
or distribution operation of the final product that occurs at the plant or facility;

(C) to act upon, effect, promote or otherwise facilitate a physical change to the property
undergoing manufacturing or processing;

(D) to guide, control or direct the movement of property undergoing manufacturing or
processing;
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(E) to test or measure raw materials, the property undergoing manufacturing or proc-
essing or the finished product, as a necessary part of the manufacturer’s integrated produc-
tion operations;

(F) to plan, manage, control or record the receipt and flow of inventories of raw ma-
terials, consumables and component parts, the flow of the property undergoing manufac-
turing or processing and the management of inventories of the finished product;

(G) to produce energy for, lubricate, control the operating of or otherwise enable the
functioning of other production machinery and equipment and the continuation of produc-
tion operations;

(H) to package the property being manufactured or processed in a container or wrap-
ping in which such property is normally sold or transported;

(I)  to transmit or transport electricity, coke, gas, water, steam or similar substances used
in production operations from the point of generation, if produced by the manufacturer or
processor at the plant site, to that manufacturer’s production operation; or, if purchased or
delivered from offsite, from the point where the substance enters the site of the plant or
facility to that manufacturer’s production operations;

(]) to cool, heat, filter, refine or otherwise treat water, steam, acid, oil, solvents or other
substances that are used in production operations;

(K) to provide and control an environment required to maintain certain levels of air
quality, humidity or temperature in special and limited areas of the plant or facility, where
such regulation of temperature or humidity is part of and essential to the production process;

(L) to treat, transport or store waste or other byproducts of production operations at
the plant or facility; or

(M) to control pollution at the plant or facility where the pollution is produced by the
manufacturing or processing operation.

(4) The following machinery, equipment and materials shall be deemed to be exempt
even though it may not otherwise qualify as machinery and equipment used as an integral
or essential part of an integrated production operation: (A) Computers and related periph-
eral equipment that are utilized by a manufacturing or processing business for engineering
of the finished product or for research and development or product design; (B) machinery
and equipment that is utilized by a manufacturing or processing business to manufacture
or rebuild tangible personal property that is used in manufacturing or processing operations,
including tools, dies, molds, forms and other parts of qualifying machinery and equipment;
(C) portable plants for aggregate concrete, bulk cement and asphalt including cement mixing
drums to be attached to a motor vehicle; (D) industrial fixtures, devices, support facilities
and special foundations necessary for manufacturing and production operations, and ma-
terials and other tangible personal property sold for the purpose of fabricating such fixtures,
devices, facilities and foundations. An exemption certificate for such purchases shall be
signed by the manufacturer or processor. If the fabricator purchases such material, the
fabricator shall also sign the exemption certificate; and (E) a manufacturing or processing
business” laboratory equipment that is not located at the plant or facility, but that would
otherwise qualify for exemption under subsection (3)(E).

(5) “Machinery and equipment used as an integral or essential part of an integrated
production operation” shall not include:

(A) Machinery and equipment used for nonproduction purposes, including, but not
limited to, machinery and equipment used for plant security, fire prevention, first aid, ac-
counting, administration, record keeping, advertising, marketing, sales or other related ac-
tivities, plant cleaning, plant communications, and employee work scheduling;

(B) machinery, equipment and tools used primarily in maintaining and repairing any
type of machinery and equipment or the building and plant;

(C) transportation, transmission and distribution equipment not primarily used in a pro-
duction, warehousing or material handling operation at the plant or facility, including the
means of conveyance of natural gas, electricity, oil or water, and equipment related thereto,
located outside the plant or facility;

(D) office machines and equipment including computers and related peripheral equip-
ment not used directly and primarily to control or measure the manufacturing process;

(E) furniture and other furnishings;
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(F) buildings, other than exempt machinery and equipment that is permanently affixed
to or becomes a physical part of the building, and any other part of real estate that is not
otherwise exempt;

(G)  building fixtures that are not integral to the manufacturing operation, such as utility
systems for heating, ventilation, air conditioning, communications, plumbing or electrical;

(H) machinery and equipment used for general plant heating, cooling and lighting;

(I)  motor vehicles that are registered for operation on public highways; or

(J)  employee apparel, except safety and protective apparel that is purchased by an em-
ployer and furnished gratuitously to employees who are involved in production or research
activities.

(6) Subsections (3) and (5) shall not be construed as exclusive listings of the machinery
and equipment that qualify or do not qualify as an integral or essential part of an integrated
production operation. When machinery or equipment is used as an integral or essential part
of production operations part of the time and for nonproduction purpose at other times,
the primary use of the machinery or equipment shall determine whether or not such ma-
chinery or equipment qualifies for exemption.

(7) The secretary of revenue shall adopt rules and regulations necessary to administer
the provisions of this subsection;

b (kk) all sales of educational materials purchased for distribution to the public at no
charge by a nonprofit corporation organized for the purpose of encouraging, fostering and
conducting programs for the improvement of public health;

frm) (1) all sales of seeds and tree seedlings; fertilizers, insecticides, herbicides, ger-
micides, pesticides and fungicides; and services, purchased and used for the purpose of
producing plants in order to prevent soil erosion on land devoted to agricultural use;

frm} (mm)  except as otherwise provided in this act, all sales of services rendered by an
advertising agency or licensed broadcast station or any member, agent or employee thereof;

foo} (nn) all sales of tangible personal property purchased by a community action group
or agency for the exclusive purpose of repairing or weatherizing housing occupied by low
income individuals;

{pp? (00) all sales of drill bits and explosives actually utilized in the exploration and
production of oil or gas;

fqp (pp)  all sales of tangible personal property and services purchased by a nonprofit
museum or historical society or any combination thereof, including a nonprofit organization
which is organized for the purpose of stimulating public interest in the exploration of space
by providing educational information, exhibits and experiences, which is exempt from fed-
eral income taxation pursuant to section 501(c)(3) of the federal internal revenue code of
1986;

frr} (qq)  all sales of tangible personal property which will admit the purchaser thereof
to any annual event sponsored by a nonprofit organization which is exempt from federal
income taxation pursuant to section 501(c)(3) of the federal internal revenue code of 1986;

ss}(rr) all sales of tangible personal property and services purchased by a public broad-
casting station licensed by the federal communications commission as a noncommercial
educational television or radio station;

ftt) (ss) all sales of tangible personal property and services purchased by or on behalf
of a not-for-profit corporation which is exempt from federal income taxation pursuant to
section 501(c)(3) of the federal internal revenue code of 1986, for the sole purpose of
constructing a Kansas Korean War memorial;

fum) () all sales of tangible personal property and services purchased by or on behalf
of any rural volunteer fire-fighting organization for use exclusively in the performance of its
duties and functions;

fvv} (uu) all sales of tangible personal property purchased by any of the following or-
ganizations which are exempt from federal income taxation pursuant to section 501 (c)(3)
of the federal internal revenue code of 1986, for the following purposes, and all sales of any
such property by or on behalf of any such organization for any such purpose:

(1) The American Heart Association, Kansas Affiliate, Inc. for the purposes of providing
education, training, certification in emergency cardiac care, research and other related serv-
ices to reduce disability and death from cardiovascular diseases and stroke;
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(2) the Kansas Alliance for the Mentally IlI, Inc. for the purpose of advocacy for persons
with mental illness and to education, research and support for their families;

(3) the Kansas Mental Illness Awareness Council for the purposes of advocacy for per-
sons who are mentally ill and to education, research and support for them and their families;

(4) the American Diabetes Association Kansas Affiliate, Inc. for the purpose of elimi-
nating diabetes through medical research, public education focusing on disease prevention
and education, patient education including information on coping with diabetes, and pro-
fessional education and training;

(5) the American Lung Association of Kansas, Inc. for the purpose of eliminating all
lung diseases through medical research, public education including information on coping
with lung diseases, professional education and training related to lung disease and other
related services to reduce the incidence of disability and death due to lung disease;

(6) the Kansas chapters of the Alzheimer’s Disease and Related Disorders Association,
Inc. for the purpose of providing assistance and support to persons in Kansas with Alzhei-
mer’s disease, and their families and caregivers;

(7)  the Kansas chapters of the Parkinson’s disease association for the purpose of elim-
inating Parkinson’s disease through medical research and public and professional education
related to such disease; and

(8) the National Kidney Foundation of Kansas and Western Missouri for the purpose
of eliminating kidney disease through medical research and public and private education
related to such disease;

fww} (vv)  all sales of tangible personal property purchased by the Habitat for Humanity
for the exclusive use of being incorporated within a housing project constructed by such
organization;

fxx) (ww) all sales of tangible personal property and services purchased by a nonprofit
zoo which is exempt from federal income taxation pursuant to section 501(c)(3) of the federal
internal revenue code of 1986, or on behalf of such zoo by an entity itself exempt from
federal income taxation pursuant to section 501(c)(3) of the federal internal revenue code
of 1986 contracted with to operate such zoo and all sales of tangible personal property or
services purchased by a contractor for the purpose of constructing, equipping, reconstruct-
ing, maintaining, repairing, enlarging, furnishing or remodeling facilities for any nonprofit
zoo which would be exempt from taxation under the provisions of this section if purchased
directly by such nonprofit zoo or the entity operating such zoo. Nothing in this subsection
shall be deemed to exempt the purchase of any construction machinery, equipment or tools
used in the constructing, equipping, reconstructing, maintaining, repairing, enlarging, fur-
nishing or remodeling facilities for any nonprofit zoo. When any nonprofit zoo shall contract
for the purpose of constructing, equipping, reconstructing, maintaining, repairing, enlarging,
furnishing or remodeling facilities, it shall obtain from the state and furnish to the contractor
an exemption certificate for the project involved, and the contractor may purchase materials
for incorporation in such project. The contractor shall furnish the number of such certificate
to all suppliers from whom such purchases are made, and such suppliers shall execute
invoices covering the same bearing the number of such certificate. Upon completion of the
project the contractor shall furnish to the nonprofit zoo concerned a sworn statement, on a
form to be provided by the director of taxation, that all purchases so made were entitled to
exemption under this subsection. All invoices shall be held by the contractor for a period
of five years and shall be subject to audit by the director of taxation. If any materials pur-
chased under such a certificate are found not to have been incorporated in the building or
other project or not to have been returned for credit or the sales or compensating tax
otherwise imposed upon such materials which will not be so incorporated in the building
or other project reported and paid by such contractor to the director of taxation not later
than the 20th day of the month following the close of the month in which it shall be deter-
mined that such materials will not be used for the purpose for which such certificate was
issued, the nonprofit zoo concerned shall be liable for tax on all materials purchased for the
project, and upon payment thereof it may recover the same from the contractor together
with reasonable attorney fees. Any contractor or any agent, employee or subcontractor
thereof, who shall use or otherwise dispose of any materials purchased under such a certif-
icate for any purpose other than that for which such a certificate is issued without the
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payment of the sales or compensating tax otherwise imposed upon such materials, shall be
guilty of a misdemeanor and, upon conviction therefor, shall be subject to the penalties
provided for in subsection (g) of K.S.A. 79-3615, and amendments thereto;

fyy} (xx) all sales of tangible personal property and services purchased by a parent-
teacher association or organization, and all sales of tangible personal property by or on behalf
of such association or organization;

{zz} (yy) all sales of machinery and equipment purchased by over-the-air, free access
radio or television station which is used directly and primarily for the purpose of producing
a broadcast signal or is such that the failure of the machinery or equipment to operate would
cause broadcasting to cease. For purposes of this subsection, machinery and equipment
shall include, but not be limited to, that required by rules and regulations of the federal
communications commission, and all sales of electricity which are essential or necessary for
the purpose of producing a broadcast signal or is such that the failure of the electricity would
cause broadcasting to cease;

faaa) (zz) all sales of tangible personal property and services purchased by a religious
organization which is exempt from federal income taxation pursuant to section 501(c)(3) of
the federal internal revenue code, and used exclusively for religious purposes, and all sales
of tangible personal property or services purchased by a contractor for the purpose of
constructing, equipping, reconstructing, maintaining, repairing, enlarging, furnishing or re-
modeling facilities for any such organization which would be exempt from taxation under
the provisions of this section if purchased directly by such organization. Nothing in this
subsection shall be deemed to exempt the purchase of any construction machinery, equip-
ment or tools used in the constructing, equipping, reconstructing, maintaining, repairing,
enlarging, furnishing or remodeling facilities for any such organization. When any such
organization shall contract for the purpose of constructing, equipping, reconstructing, main-
taining, repairing, enlarging, furnishing or remodeling facilities, it shall obtain from the state
and furnish to the contractor an exemption certificate for the project involved, and the
contractor may purchase materials for incorporation in such project. The contractor shall
furnish the number of such certificate to all suppliers from whom such purchases are made,
and such suppliers shall execute invoices covering the same bearing the number of such
certificate. Upon completion of the project the contractor shall furnish to such organization
concerned a sworn statement, on a form to be provided by the director of taxation, that all
purchases so made were entitled to exemption under this subsection. All invoices shall be
held by the contractor for a period of five years and shall be subject to audit by the director
of taxation. If any materials purchased under such a certificate are found not to have been
incorporated in the building or other project or not to have been returned for credit or the
sales or compensating tax otherwise imposed upon such materials which will not be so
incorporated in the building or other project reported and paid by such contractor to the
director of taxation not later than the 20th day of the month following the close of the month
in which it shall be determined that such materials will not be used for the purpose for
which such certificate was issued, such organization concerned shall be liable for tax on all
materials purchased for the project, and upon payment thereof it may recover the same
from the contractor together with reasonable attorney fees. Any contractor or any agent,
employee or subcontractor thereof, who shall use or otherwise dispose of any materials
purchased under such a certificate for any purpose other than that for which such a certif-
icate is issued without the payment of the sales or compensating tax otherwise imposed upon
such materials, shall be guilty of a misdemeanor and, upon conviction therefor, shall be
subject to the penalties provided for in subsection (g) of K.S.A. 79-3615, and amendments
thereto. Sales tax paid on and after July 1, 1998, but prior to the effective date of this act
upon the gross receipts received from any sale exempted by the amendatory provisions of
this subsection shall be refunded. Each claim for a sales tax refund shall be verified and
submitted to the director of taxation upon forms furnished by the director and shall be
accompanied by any additional documentation required by the director. The director shall
review each claim and shall refund that amount of sales tax paid as determined under the
provisions of this subsection. All refunds shall be paid from the sales tax refund fund upon
warrants of the director of accounts and reports pursuant to vouchers approved by the
director or the director’s designee;
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bbb} (aaa) all sales of food for human consumption by an organization which is exempt
from federal income taxation pursuant to section 501 (c)(3) of the federal internal revenue
code of 1986, pursuant to a food distribution program which offers such food at a price
below cost in exchange for the performance of community service by the purchaser thereof;

feeey (bbb)  on and after July 1, 1999, all sales of tangible personal property and services
purchased by a primary care clinic or health center the primary purpose of which is to
provide services to medically underserved individuals and families, and which is exempt
from federal income taxation pursuant to section 501 (c)(3) of the federal internal revenue
code, and all sales of tangible personal property or services purchased by a contractor for
the purpose of constructing, equipping, reconstructing, maintaining, repairing, enlarging,
furnishing or remodeling facilities for any such clinic or center which would be exempt from
taxation under the provisions of this section if purchased directly by such clinic or center.
Nothing in this subsection shall be deemed to exempt the purchase of any construction
machinery, equipment or tools used in the constructing, equipping, reconstructing, main-
taining, repairing, enlarging, furnishing or remodeling facilities for any such clinic or center.
When any such clinic or center shall contract for the purpose of constructing, equipping,
reconstructing, maintaining, repairing, enlarging, furnishing or remodeling facilities, it shall
obtain from the state and furnish to the contractor an exemption certificate for the project
involved, and the contractor may purchase materials for incorporation in such project. The
contractor shall furnish the number of such certificate to all suppliers from whom such
purchases are made, and such suppliers shall execute invoices covering the same bearing
the number of such certificate. Upon completion of the project the contractor shall furnish
to such clinic or center concerned a sworn statement, on a form to be provided by the
director of taxation, that all purchases so made were entitled to exemption under this sub-
section. All invoices shall be held by the contractor for a period of five years and shall be
subject to audit by the director of taxation. If any materials purchased under such a certif-
icate are found not to have been incorporated in the building or other project or not to have
been returned for credit or the sales or compensating tax otherwise imposed upon such
materials which will not be so incorporated in the building or other project reported and
paid by such contractor to the director of taxation not later than the 20th day of the month
following the close of the month in which it shall be determined that such materials will not
be used for the purpose for which such certificate was issued, such clinic or center concerned
shall be liable for tax on all materials purchased for the project, and upon payment thereof
it may recover the same from the contractor together with reasonable attorney fees. Any
contractor or any agent, employee or subcontractor thereof, who shall use or otherwise
dispose of any materials purchased under such a certificate for any purpose other than that
for which such a certificate is issued without the payment of the sales or compensating tax
otherwise imposed upon such materials, shall be guilty of a misdemeanor and, upon con-
viction therefor, shall be subject to the penalties provided for in subsection (g) of K.S.A.
79-3615, and amendments thereto;

fddd} (ccc)  on and after January 1, 1999, and before January 1, 2000, all sales of materials
and services purchased by any class IT or III railroad as classified by the federal surface
transportation board for the construction, renovation, repair or replacement of class II or
IIT railroad track and facilities used directly in interstate commerce. In the event any such
track or facility for which materials and services were purchased sales tax exempt is not
operational for five years succeeding the allowance of such exemption, the total amount of
sales tax which would have been payable except for the operation of this subsection shall
be recouped in accordance with rules and regulations adopted for such purpose by the
secretary of revenue;

feee} (ddd) on and after January 1, 1999, and before January 1, 2001, all sales of ma-
terials and services purchased for the original construction, reconstruction, repair or re-
placement of grain storage facilities, including railroad sidings providing access thereto;

{fff) (eee) all sales of material handling equipment, racking systems and other related
machinery and equipment that is used for the handling, movement or storage of tangible
personal property in a warehouse or distribution facility in this state; all sales of installation,
repair and maintenance services performed on such machinery and equipment; and all sales
of repair and replacement parts for such machinery and equipment. For purposes of this
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subsection, a warehouse or distribution facility means a single, fixed location that consists
of buildings or structures in a contiguous area where storage or distribution operations are
conducted that are separate and apart from the business’ retail operations, if any, and which
do not otherwise qualify for exemption as occurring at a manufacturing or processing plant
or facility. Material handling and storage equipment shall include aeration, dust control,
cleaning, handling and other such equipment that is used in a public grain warehouse or
other commercial grain storage facility, whether used for grain handling, grain storage, grain
refining or processing, or other grain treatment operation; and

fege (fff) all sales of tangible personal property and services purchased by or on behalf
of the Kansas Academy of Science which is exempt from federal income taxation pursuant
to section 501(c)(3) of the federal internal revenue code of 1986, and used solely by such
academy for the preparation, publication and dissemination of education materials.

Sec. 2. On and after June 1, 2002, K.S.A. 2001 Supp. 79-3606 is hereby repealed.

Sec. 3. This act shall take effect and be in force from and after its publication in the
Kansas register.”;

In the title, after “ACT” by inserting “relating to sales taxation; concerning exemptions
therefrom; amending K.S.A. 2001 Supp. 79-3606 and repealing the existing section.”;

On roll call, the vote was: Yeas 45; Nays 76; Present but not voting: 0; Absent or not
voting: 4.

Yeas: Aday, Ballou, Beggs, Benlon, Bethell, Campbell, Compton, Dahl, DiVita, Dreher,
Edmonds, Feuerborn, Freeborn, Glasscock, Hayzlett, Henry, Hermes, Huff, Humerick-
house, Hutchins, Johnson, Krehbiel, Lightner, Lloyd, Loyd, Mason, Mays, Merrick, Jim
Morrison, Judy Morrison, Newton, O'Neal, Owens, Patterson, J. Peterson, Ray, Stone,
Swenson, Tafanelli, Tanner, Tomlinson, Vickrey, Weber, D. Williams, Wilson.

Nays: Aurand, Ballard, Barnes, Boston, Burroughs, Cook, Cox, Crow, DeCastro, Dill-
more, Faber, Findley, Flaharty, Flora, Garner, Gatewood, Gilbert, Goering, Gordon, Grant,
Henderson, Holmes, Horst, Howell, Huebert, Huy, Kauffman, Kirk, Klein, Kuether, Land-
wehr, Lane, Larkin, Levinson, Light, Loganbill, M. Long, P. Long, Mayans, McClure,
McCreary, McKinney, McLeland, Miller, Minor, Myers, Neufeld, Nichols, Novascone, Os-
borne, Ostmeyer, Palmer, Pauls, E. Peterson, Phelps, L. Powell, T. Powell, Powers, Pyle,
Reardon, Rehorn, Ruff, Schwartz, Showalter, Shriver, Shultz, Sloan, Spangler, Thimesch,
R. Toelkes, Toplikar, Wells, Welshimer, Wilk, J. Williams, Winn.

Present but not voting: None.

Absent or not voting: O’Brien, Pottorff, Sharp, Storm.

The motion of Rep. Edmonds did not prevail.

Also, roll call was demanded on motion of Rep. Tafanelli to amend HB 2265 as amended
by House Committee of the Whole, on page 40, after line 32, by inserting the following:

“Section 1. On and after June 1, 2002, K.S.A. 2001 Supp. 79-3603 is hereby amended
to read as follows: 79-3603.  For the privilege of engaging in the business of selling tangible
personal property at retail in this state or rendering or furnishing any of the services taxable
under this act, there is hereby levied and there shall be collected and paid a tax at the rate
of 4.9% and, within a redevelopment district established pursuant to K.S.A. 74-8921, and
amendments thereto, there is hereby levied and there shall be collected and paid an addi-
tional tax at the rate of 2% until the earlier of the date the bonds issued to finance or
refinance the redevelopment project have been paid in full or the final scheduled maturity
of the first series of bonds issued to finance any part of the project upon:

(a) The gross receipts received from the sale of tangible personal property at retail
within this state;

(b) (1) the gross receipts from intrastate telephone or telegraph services; (2) the gross
receipts received from the sale of interstate telephone or telegraph services, which (A)
originate within this state and terminate outside the state and are billed to a customer’s
telephone number or account in this state; or (B) originate outside this state and terminate
within this state and are billed to a customer’s telephone number or account in this state
except that the sale of interstate telephone or telegraph service does not include: (A) Any
interstate incoming or outgoing wide area telephone service or wide area transmission type
service which entitles the subscriber to make or receive an unlimited number of commu-
nications to or from persons having telephone service in a specified area which is outside
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the state in which the station provided this service is located; (B) any interstate private
communications service to the persons contracting for the receipt of that service that entitles
the purchaser to exclusive or priority use of a communications channel or group of channels
between exchanges; (C) any value-added nonvoice service in which computer processing
applications are used to act on the form, content, code or protocol of the information to be
transmitted; (D) any telecommunication service to a provider of telecommunication services
which will be used to render telecommunications services, including carrier access services;
or (E) any service or transaction defined in this section among entities classified as members
of an affiliated group as provided by section 1504 of the federal internal revenue code of
1986, as in effect on January 1, 2001. For the purposes of this subsection the term gross
receipts does not include purchases of telephone, telegraph or telecommunications using a
prepaid telephone calling card or prepaid authorization number. As used in this subsection,
a prepaid telephone calling card or prepaid authorization number means the right to exclu-
sively make telephone calls, paid for in advance, with the prepaid value measured in minutes
or other time units, that enables the origination of calls using an access number or author-
ization code or both, whether manually or electronically dialed; and (3) the gross receipts
from the provision of services taxable under this subsection which are billed on a combined
basis with nontaxable services, shall be accounted for and the tax remitted as follows: The
taxable portion of the selling price of those combined services shall include only those
charges for taxable services if the selling price for the taxable services can be readily distin-
guishable in the retailer’s books and records from the selling price for the nontaxable serv-
ices. Otherwise, the gross receipts from the sale of both taxable and nontaxable services
billed on a combined basis shall be deemed attributable to the taxable services included
therein. Within 90 days of billing taxable services on a combined basis with nontaxable
services, the retailer shall enter into a written agreement with the secretary identifying the
methodology to be used in determining the taxable portion of the selling price of those
combined services. The burden of proving that any receipt or charge is not taxable shall be
upon the retailer. Upon request from the customer, the retailer shall disclose to the customer
the selling price for the taxable services included in the selling price for the taxable and
nontaxable services billed on a combined basis;

(c) the gross receipts from the sale or furnishing of gas, water, electricity and heat,
which sale is not otherwise exempt from taxation under the provisions of this act, and
whether furnished by municipally or privately owned utilities but such tax shall not be levied
and collected upon the gross receipts from: (1) The sale of a rural water district benefit
unit; (2) a water system impact fee, system enhancement fee or similar fee collected by a
water supplier as a condition for establishing service; or (3) connection or reconnection fees
collected by a water supplier;

(d) the gross receipts from the sale of meals or drinks furnished at any private club,
drinking establishment, catered event, restaurant, eating house, dining car, hotel, drugstore
or other place where meals or drinks are regularly sold to the public;

(e) the gross receipts from the sale of admissions to any place providing amusement,
entertainment or recreation services including admissions to state, county, district and local
fairs, but such tax shall not be levied and collected upon the gross receipts received from
sales of admissions to any cultural and historical event which occurs triennially;

(f) the gross receipts from the operation of any coin-operated device dispensing or
providing tangible personal property, amusement or other services except laundry services,
whether automatic or manually operated;

(g) the gross receipts from the service of renting of rooms by hotels, as defined by K.S.A.
36-501 and amendments thereto, or by accommodation brokers, as defined by K.S.A. 12-
1692, and amendments thereto;

(h) the gross receipts from the service of renting or leasing of tangible personal property
except such tax shall not apply to the renting or leasing of machinery, equipment or other
personal property owned by a city and purchased from the proceeds of industrial revenue
bonds issued prior to July 1, 1973, in accordance with the provisions of K.S.A. 12-1740
through 12-1749, and amendments thereto, and any city or lessee renting or leasing such
machinery, equipment or other personal property purchased with the proceeds of such
bonds who shall have paid a tax under the provisions of this section upon sales made prior
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to July 1, 1973, shall be entitled to a refund from the sales tax refund fund of all taxes paid
thereon;

(i) the gross receipts from the rendering of dry cleaning, pressing, dyeing and laundry
services except laundry services rendered through a coin-operated device whether automatic
or manually operated;

(j) the gross receipts from the rendering of the services of washing and washing and
waxing of vehicles;

(k) the gross receipts from cable, community antennae and other subscriber radio and
television services;

(1) (1) except as otherwise provided by paragraph (2), the gross receipts received from
the sales of tangible personal property to all contractors, subcontractors or repairmen for
use by them in erecting structures, or building on, or otherwise improving, altering, or
repairing real or personal property.

(2)  Any such contractor, subcontractor or repairman who maintains an inventory of such
property both for sale at retail and for use by them for the purposes described by paragraph
(1) shall be deemed a retailer with respect to purchases for and sales from such inventory,
except that the gross receipts received from any such sale, other than a sale at retail, shall
be equal to the total purchase price paid for such property and the tax imposed thereon
shall be paid by the deemed retailer;

(m) the gross receipts received from fees and charges by public and private clubs, drink-
ing establishments, organizations and businesses for participation in sports, games and other
recreational activities, but such tax shall not be levied and collected upon the gross receipts
received from: (1) Fees and charges by any political subdivision other than golf course greens
fees, by any organization exempt from property taxation pursuant to paragraph Ninth of
K.S.A. 79-201, and amendments thereto, or by any youth recreation organization exclusively
providing services to persons 18 years of age or younger which is exempt from federal
income taxation pursuant to section 501(c)(3) of the federal internal revenue code of 1986,
for participation in sports, games and other recreational activities; and (2) entry fees and
charges for participation in a special event or tournament sanctioned by a national sporting
association to which spectators are charged an admission which is taxable pursuant to sub-
section (e);

(n) the gross receipts received from dues charged by public and private clubs, drinking
establishments, organizations and businesses, payment of which entitles a member to the
use of facilities for recreation or entertainment, but such tax shall not be levied and collected
upon the gross receipts received from: (1) Dues charged by any organization exempt from
property taxation pursuant to paragraphs Eighth and Ninth of K.S.A. 79-201, and amend-
ments thereto; and (2) sales of memberships in a nonprofit organization which is exempt
from federal income taxation pursuant to section 501 (c)(3) of the federal internal revenue
code of 1986, and whose purpose is to support the operation of a nonprofit zoo;

(0) the gross receipts received from the isolated or occasional sale of motor vehicles or
trailers but not including: (1) The transfer of motor vehicles or trailers by a person to a
corporation or limited liability company solely in exchange for stock securities or member-
ship interest in such corporation or limited liability company; or (2) the transfer of motor
vehicles or trailers by one corporation or limited liability company to another when all of
the assets of such corporation or limited liability company are transferred to such other
corporation or limited liability company; or (3) the sale of motor vehicles or trailers which
are subject to taxation pursuant to the provisions of K.S.A. 79-5101 et seq., and amendments
thereto, by an immediate family member to another immediate family member. For the
purposes of clause (3), immediate family member means lineal ascendants or descendants,
and their spouses. In determining the base for computing the tax on such isolated or oc-
casional sale, the fair market value of any motor vehicle or trailer traded in by the purchaser
to the seller may be deducted from the selling price;

(p) the gross receipts received for the service of installing or applying tangible personal
property which when installed or applied is not being held for sale in the regular course of
business, and whether or not such tangible personal property when installed or applied
remains tangible personal property or becomes a part of real estate, except that no tax shall
be imposed upon the service of installing or applying tangible personal property in connec-
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tion with the original construction of a building or facility, the original construction, recon-
struction, restoration, remodeling, renovation, repair or replacement of a residence or the
construction, reconstruction, restoration, replacement or repair of a bridge or highway.

For the purposes of this subsection:

(1) “Original construction” shall mean the first or initial construction of a new building
or facility. The term “original construction” shall include the addition of an entire room or
floor to any existing building or facility, the completion of any unfinished portion of any
existing building or facility and the restoration, reconstruction or replacement of a building
or facility damaged or destroyed by fire, flood, tornado, lightning, explosion or earthquake,
but such term, except with regard to a residence, shall not include replacement, remodeling,
restoration, renovation or reconstruction under any other circumstances;

(2)  “building” shall mean only those enclosures within which individuals customarily
are employed, or which are customarily used to house machinery, equipment or other prop-
erty, and including the land improvements immediately surrounding such building;

(3) “facility” shall mean a mill, plant, refinery, oil or gas well, water well, feedlot or any
conveyance, transmission or distribution line of any cooperative, nonprofit, membership
corporation organized under or subject to the provisions of K.S.A. 17-4601 et seq., and
amendments thereto, or of any municipal or quasi-municipal corporation, including the land
improvements immediately surrounding such facility; and

(4) “residence” shall mean only those enclosures within which individuals customarily
live;

(q) the gross receipts received for the service of repairing, servicing, altering or main-
taining tangible personal property, except computer software described in subsection (s),
which when such services are rendered is not being held for sale in the regular course of
business, and whether or not any tangible personal property is transferred in connection
therewith. The tax imposed by this subsection shall be applicable to the services of repairing,
servicing, altering or maintaining an item of tangible personal property which has been and
is fastened to, connected with or built into real property;

(r) the gross receipts from fees or charges made under service or maintenance agree-
ment contracts for services, charges for the providing of which are taxable under the pro-
visions of subsection (p) or (q);

(s) the gross receipts received from the sale of computer software, and the sale of the
services of modifying, altering, updating or maintaining computer software. As used in this
subsection, “computer software” means information and directions loaded into a computer
which dictate different functions to be performed by the computer. Computer software
includes any canned or prewritten program which is held or existing for general or repeated
sale, even if the program was originally developed for a single end user as custom computer
software. The sale of computer software or services does not include: (1) The initial sale of
any custom computer program which is originally developed for the exclusive use of a single
end user; or (2) those services rendered in the modification of computer software when the
modification is developed exclusively for a single end user only to the extent of the modi-
fication and only to the extent that the actual amount charged for the modification is sep-
arately stated on invoices, statements and other billing documents provided to the end user.
The services of modification, alteration, updating and maintenance of computer software
shall only include the modification, alteration, updating and maintenance of computer soft-
ware taxable under this subsection whether or not the services are actually provided;

(t) the gross receipts received for telephone answering services, including mobile phone
services, beeper services and other similar services;

(u) the gross receipts received from the sale of prepaid telephone calling cards or pre-
paid authorization numbers and the recharge of such cards or numbers. A prepaid telephone
calling card or prepaid authorization number means the right to exclusively make telephone
calls, paid for in advance, with the prepaid value measured in minutes or other time units,
that enables the origination of calls using an access number or authorization code or both,
whether manually or electronically dialed. If the sale or recharge of such card or number
does not take place at the vendor’s place of business, it shall be conclusively determined to
take place at the customer’s shipping address; if there is no item shipped then it shall be
the customer’s billing address; and
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(v) the gross receipts received from the sales of bingo cards, bingo faces and instant
bingo tickets by licensees under K.S.A. 79-4701, et seq., and amendments thereto, shall be
taxed at a rate of: (1) 4.9% on July 1, 2000, and before July 1, 2001; and (2) 2.5% on July
1, 2001, and before July 1, 2002. From and after July 1, 2002, all sales of bingo cards, bingo
faces and instant bingo tickets by licensees under K.S.A. 79-4701 et seq., and amendments
thereto, shall be exempt from taxes imposed pursuant to this section.

Sec. 2. On and after June 1, 2002, K.S.A. 2001 Supp. 79-3603 is hereby repealed.

Sec. 3. This act shall take effect and be in force from and after its publication in the
Kansas register.”;

In the title, after “ACT” by inserting “relating to sales taxation; concerning exemptions
therefrom; amending K.S.A. 2001 Supp. 79-3603 and repealing the existing section.”;

On roll call, the vote was: Yeas 57; Nays 63; Present but not voting: 2; Absent or not
voting: 3.

Yeas: Aday, Aurand, Ballou, Beggs, Benlon, Bethell, Boston, Compton, Crow, Dahl,
DiVita, Dreher, Edmonds, Feuerborn, Findley, Freeborn, Gatewood, Glasscock, Hayzlett,
Henry, Hermes, Huff, Humerickhouse, Hutchins, Johnson, Krehbiel, Lane, Lightner,
Lloyd, Loyd, Mason, McClure, Merrick, Jim Morrison, Judy Morrison, Neufeld, Newton,
O’'Neal, Owens, Patterson, Pauls, J. Peterson, Ray, Ruff, Schwartz, Sharp, Shultz, Sloan,
Stone, Storm, Swenson, Tafanelli, Tanner, Tomlinson, Weber, Wilk, D. Williams.

Nays: Ballard, Barnes, Burroughs, Campbell, Cook, Cox, DeCastro, Dillmore, Faber,
Flaharty, Flora, Garner, Gilbert, Goering, Gordon, Grant, Henderson, Holmes, Howell,
Huebert, Huy, Kauffman, Kirk, Klein, Kuether, Landwehr, Larkin, Levinson, Light, Lo-
ganbill, M. Long, P. Long, Mays, McCreary, McKinney, McLeland, Miller, Minor, Myers,
Nichols, Novascone, Osborne, Ostmeyer, Palmer, E. Peterson, Phelps, L. Powell, T. Powell,
Pyle, Reardon, Rehorn, Showalter, Shriver, Spangler, Thimesch, R. Toelkes, Toplikar, Vick-
rey, Wells, Welshimer, J. Williams, Wilson, Winn.

Present but not voting: Mayans, Powers.

Absent or not voting: Horst, O’Brien, Pottorff.

The motion of Rep. Tafanelli did not prevail.

Also, roll call was demanded on motion of Rep. Tomlinson to amend HB 2265 as
amended by House Committee of the Whole, on page 40, after line 32, by inserting the
following:

“Section 1. On and after June 1, 2002, K.S.A. 2001 Supp. 79-3606 is hereby amended
to read as follows: 79-3606. The following shall be exempt from the tax imposed by this
act:

(a) Al sales of motor-vehicle fuel or other articles upon which a sales or excise tax has
been paid, not subject to refund, under the laws of this state except cigarettes as defined
by K.S.A. 79-3301 and amendments thereto, cereal malt beverages and malt products as
defined by K.S.A. 79-3817 and amendments thereto, including wort, liquid malt, malt syrup
and malt extract, which is not subject to taxation under the provisions of K.S.A. 79-41a02
and amendments thereto, motor vehicles taxed pursuant to K.S.A. 79-5117, and amend-
ments thereto, tires taxed pursuant to K.S.A. 65-3424d, and amendments thereto, and dry-
cleaning and laundry services taxed pursuant to K.S.A. 2001 Supp. 65-34,150, and amend-
ments thereto;

(b) all sales of tangible personal property or service, including the renting and leasing
of tangible personal property, purchased directly by the state of Kansas, a political subdi-
vision thereof, other than a school or educational institution, or purchased by a public or
private nonprofit hospital or public hospital authority or nonprofit blood, tissue or organ
bank and used exclusively for state, political subdivision, hospital or public hospital authority
or nonprofit blood, tissue or organ bank purposes, except when: (1) Such state, hospital or
public hospital authority is engaged or proposes to engage in any business specifically taxable
under the provisions of this act and such items of tangible personal property or service are
used or proposed to be used in such business, or (2) such political subdivision is engaged
or proposes to engage in the business of furnishing gas, electricity or heat to others and
such items of personal property or service are used or proposed to be used in such business;

(c) all sales of tangible personal property or services, including the renting and leasing
of tangible personal property, purchased directly by a public or private elementary or sec-
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ondary school or public or private nonprofit educational institution and used primarily by
such school or institution for nonsectarian programs and activities provided or sponsored
by such school or institution or in the erection, repair or enlargement of buildings to be
used for such purposes. The exemption herein provided shall not apply to erection, con-
struction, repair, enlargement or equipment of buildings used primarily for human
habitation;

(d) all sales of tangible personal property or services purchased by a contractor for the
purpose of constructing, equipping, reconstructing, maintaining, repairing, enlarging, fur-
nishing or remodeling facilities for any public or private nonprofit hospital or public hospital
authority, public or private elementary or secondary school or a public or private nonprofit
educational institution, which would be exempt from taxation under the provisions of this
act if purchased directly by such hospital or public hospital authority, school or educational
institution; and all sales of tangible personal property or services purchased by a contractor
for the purpose of constructing, equipping, reconstructing, maintaining, repairing, enlarging,
furnishing or remodeling facilities for any political subdivision of the state or district de-
scribed in subsection (s), the total cost of which is paid from funds of such political subdi-
vision or district and which would be exempt from taxation under the provisions of this act
if purchased directly by such political subdivision or district. Nothing in this subsection or
in the provisions of K.S.A. 12-3418 and amendments thereto, shall be deemed to exempt
the purchase of any construction machinery, equipment or tools used in the constructing,
equipping, reconstructing, maintaining, repairing, enlarging, furnishing or remodeling fa-
cilities for any political subdivision of the state or any such district. As used in this subsection,
K.S.A. 12-3418 and 79-3640, and amendments thereto, “funds of a political subdivision”
shall mean general tax revenues, the proceeds of any bonds and gifts or grants-in-aid. Gifts
shall not mean funds used for the purpose of constructing, equipping, reconstructing, re-
pairing, enlarging, furnishing or remodeling facilities which are to be leased to the donor.
When any political subdivision of the state, district described in subsection (s), public or
private nonprofit hospital or public hospital authority, public or private elementary or sec-
ondary school or public or private nonprofit educational institution shall contract for the
purpose of constructing, equipping, reconstructing, maintaining, repairing, enlarging, fur-
nishing or remodeling facilities, it shall obtain from the state and furnish to the contractor
an exemption certificate for the project involved, and the contractor may purchase materials
for incorporation in such project. The contractor shall furnish the number of such certificate
to all suppliers from whom such purchases are made, and such suppliers shall execute
invoices covering the same bearing the number of such certificate. Upon completion of the
project the contractor shall furnish to the political subdivision, district described in subsec-
tion (s), hospital or public hospital authority, school or educational institution concerned a
sworn statement, on a form to be provided by the director of taxation, that all purchases so
made were entitled to exemption under this subsection. As an alternative to the foregoing
procedure, any such contracting entity may apply to the secretary of revenue for agent status
for the sole purpose of issuing and furnishing project exemption certificates to contractors
pursuant to rules and regulations adopted by the secretary establishing conditions and stan-
dards for the granting and maintaining of such status. All invoices shall be held by the
contractor for a period of five years and shall be subject to audit by the director of taxation.
If any materials purchased under such a certificate are found not to have been incorporated
in the building or other project or not to have been returned for credit or the sales or
compensating tax otherwise imposed upon such materials which will not be so incorporated
in the building or other project reported and paid by such contractor to the director of
taxation not later than the 20th day of the month following the close of the month in which
it shall be determined that such materials will not be used for the purpose for which such
certificate was issued, the political subdivision, district described in subsection (s), hospital
or public hospital authority, school or educational institution concerned shall be liable for
tax on all materials purchased for the project, and upon payment thereof it may recover the
same from the contractor together with reasonable attorney fees. Any contractor or any
agent, employee or subcontractor thereof, who shall use or otherwise dispose of any ma-
terials purchased under such a certificate for any purpose other than that for which such a
certificate is issued without the payment of the sales or compensating tax otherwise imposed
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upon such materials, shall be guilty of a misdemeanor and, upon conviction therefor, shall
be subject to the penalties provided for in subsection (g) of K.S.A. 79-3615, and amendments
thereto;

(e) all sales of tangible personal property or services purchased by a contractor for the
erection, repair or enlargement of buildings or other projects for the government of the
United States, its agencies or instrumentalities, which would be exempt from taxation if
purchased directly by the government of the United States, its agencies or instrumentalities.
When the government of the United States, its agencies or instrumentalities shall contract
for the erection, repair, or enlargement of any building or other project, it shall obtain from
the state and furnish to the contractor an exemption certificate for the project involved, and
the contractor may purchase materials for incorporation in such project. The contractor
shall furnish the number of such certificates to all suppliers from whom such purchases are
made, and such suppliers shall execute invoices covering the same bearing the number of
such certificate. Upon completion of the project the contractor shall furnish to the govern-
ment of the United States, its agencies or instrumentalities concerned a sworn statement,
on a form to be provided by the director of taxation, that all purchases so made were entitled
to exemption under this subsection. As an alternative to the foregoing procedure, any such
contracting entity may apply to the secretary of revenue for agent status for the sole purpose
of issuing and furnishing project exemption certificates to contractors pursuant to rules and
regulations adopted by the secretary establishing conditions and standards for the granting
and maintaining of such status. All invoices shall be held by the contractor for a period of
five years and shall be subject to audit by the director of taxation. Any contractor or any
agent, employee or subcontractor thereof, who shall use or otherwise dispose of any ma-
terials purchased under such a certificate for any purpose other than that for which such a
certificate is issued without the payment of the sales or compensating tax otherwise imposed
upon such materials, shall be guilty of a misdemeanor and, upon conviction therefor, shall
be subject to the penalties provided for in subsection (g) of K.S.A. 79-3615 and amendments
thereto;

(f) tangible personal property purchased by a railroad or public utility for consumption
or movement directly and immediately in interstate commerce;

(g) sales of aircraft including remanufactured and modified aircraft, sales of aircraft
repair, modification and replacement parts and sales of services employed in the remanu-
facture, modification and repair of aircraft sold to persons using directly or through an
authorized agent such aircraft and aircraft repair, modification and replacement parts as
certified or licensed carriers of persons or property in interstate or foreign commerce under
authority of the laws of the United States or any foreign government or sold to any foreign
government or agency or instrumentality of such foreign government and all sales of aircraft,
aircraft parts, replacement parts and services employed in the remanufacture, modification
and repair of aircraft for use outside of the United States;

(h) all rentals of nonsectarian textbooks by public or private elementary or secondary
schools;

(i) the lease or rental of all films, records, tapes, or any type of sound or picture tran-
scriptions used by motion picture exhibitors;

(j) meals served without charge or food used in the preparation of such meals to em-
ployees of any restaurant, eating house, dining car, hotel, drugstore or other place where
meals or drinks are regularly sold to the public if such employees” duties are related to the
furnishing or sale of such meals or drinks;

(k) any motor vehicle, semitrailer or pole trailer, as such terms are defined by K.S.A.
8-126 and amendments thereto, or aircraft sold and delivered in this state to a bona fide
resident of another state, which motor vehicle, semitrailer, pole trailer or aircraft is not to
be registered or based in this state and which vehicle, semitrailer, pole trailer or aircraft will
not remain in this state more than 10 days;

(1) all isolated or occasional sales of tangible personal property, services, substances or
things, except isolated or occasional sale of motor vehicles specifically taxed under the pro-
visions of subsection (0) of K.S.A. 79-3603 and amendments thereto;

(m) all sales of tangible personal property which become an ingredient or component
part of tangible personal property or services produced, manufactured or compounded for
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ultimate sale at retail within or without the state of Kansas; and any such producer, manu-
facturer or compounder may obtain from the director of taxation and furnish to the supplier
an exemption certificate number for tangible personal property for use as an ingredient or
component part of the property or services produced, manufactured or compounded;

(n) all sales of tangible personal property which is consumed in the production, man-
ufacture, processing, mining, drilling, refining or compounding of tangible personal prop-
erty, the treating of by-products or wastes derived from any such production process, the
providing of services or the irrigation of crops for ultimate sale at retail within or without
the state of Kansas; and any purchaser of such property may obtain from the director of
taxation and furnish to the supplier an exemption certificate number for tangible personal
property for consumption in such production, manufacture, processing, mining, drilling,
refining, compounding, treating, irrigation and in providing such services;

(o) all sales of animals, fowl and aquatic plants and animals, the primary purpose of
which is use in agriculture or aquaculture, as defined in K.S.A. 47-1901, and amendments
thereto, the production of food for human consumption, the production of animal, dairy,
poultry or aquatic plant and animal products, fiber or fur, or the production of offspring for
use for any such purpose or purposes;

(p) all sales of drugs, as defined by K.S.A. 65-1626 and amendments thereto, dispensed
pursuant to a prescription order, as defined by K.S.A. 65-1626 and amendments thereto,
by a licensed practitioner or a mid-level practitioner as defined by K.S.A. 65-1626, and
amendments thereto;

(q) all sales of insulin dispensed by a person licensed by the state board of pharmacy to
a person for treatment of diabetes at the direction of a person licensed to practice medicine
by the board of healing arts;

(r) all sales of prosthetic and orthopedic appliances prescribed in writing by a person
licensed to practice the healing arts, dentistry or optometry. For the purposes of this sub-
section, the term prosthetic and orthopedic appliances means any apparatus, instrument,
device, or equipment used to replace or substitute for any missing part of the body; used
to alleviate the malfunction of any part of the body; or used to assist any disabled person in
leading a normal life by facilitating such person’s mobility; such term shall include acces-
sories attached or to be attached to motor vehicles, but such term shall not include motor
vehicles or personal property which when installed becomes a fixture to real property;

(s) exceptas provided in K.S.A. 2001 Supp. 82a-2101, and amendments thereto, all sales
of tangible personal property or services purchased directly or indirectly by a groundwater
management district organized or operating under the authority of K.S.A. 82a-1020 et seq.
and amendments thereto, by a rural water district organized or operating under the authority
of K.S.A. 82a-612, and amendments thereto, or by a water supply district organized or
operating under the authority of K.S.A. 19-3501 et seq., 19-3522 et seq. or 19-3545, and
amendments thereto, which property or services are used in the construction activities,
operation or maintenance of the district;

(t) all sales of farm machinery and equipment or aquaculture machinery and equipment,
repair and replacement parts therefor and services performed in the repair and maintenance
of such machinery and equipment. For the purposes of this subsection the term “farm
machinery and equipment or aquaculture machinery and equipment” shall include machin-
ery and equipment used in the operation of Christmas tree farming but shall not include
any passenger vehicle, truck, truck tractor, trailer, semitrailer or pole trailer, other than a
farm trailer, as such terms are defined by K.S.A. 8-126 and amendments thereto. Each
purchaser of farm machinery and equipment or aquaculture machinery and equipment
exempted herein must certify in writing on the copy of the invoice or sales ticket to be
retained by the seller that the farm machinery and equipment or aquaculture machinery
and equipment purchased will be used only in farming, ranching or aquaculture production.
Farming or ranching shall include the operation of a feedlot and farm and ranch work for
hire and the operation of a nursery;

(u) all leases or rentals of tangible personal property used as a dwelling if such tangible
personal property is leased or rented for a period of more than 28 consecutive days;

(v) all sales of food products to any contractor for use in preparing meals for delivery
to homebound elderly persons over 60 years of age and to homebound disabled persons or
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to be served at a group-sitting at a location outside of the home to otherwise homebound
elderly persons over 60 years of age and to otherwise homebound disabled persons, as all
or part of any food service project funded in whole or in part by government or as part of
a private nonprofit food service project available to all such elderly or disabled persons
residing within an area of service designated by the private nonprofit organization, and all
sales of food products for use in preparing meals for consumption by indigent or homeless
individuals whether or not such meals are consumed at a place designated for such purpose;

(w) all sales of natural gas, electricity, heat and water delivered through mains, lines or
pipes: (1) To residential premises for noncommercial use by the occupant of such premises;
(2) for agricultural use and also, for such use, all sales of propane gas; (3) for use in the
severing of oil; and (4) to any property which is exempt from property taxation pursuant to
K.S.A. 79-201b Second through Sixth. As used in this paragraph, “severing“ shall have the
meaning ascribed thereto by subsection (k) of K.S.A. 79-4216, and amendments thereto;

(x) all sales of propane gas, LP-gas, coal, wood and other fuel sources for the production
of heat or lighting for noncommercial use of an occupant of residential premises;

(y) all sales of materials and services used in the repairing, servicing, altering, maintain-
ing, manufacturing, remanufacturing, or modification of railroad rolling stock for use in
interstate or foreign commerce under authority of the laws of the United States;

(z) all sales of tangible personal property and services purchased directly by a port
authority or by a contractor therefor as provided by the provisions of K.S.A. 12-3418 and
amendments thereto;

(aa) all sales of materials and services applied to equipment which is transported into
the state from without the state for repair, service, alteration, maintenance, remanufacture
or modification and which is subsequently transported outside the state for use in the trans-
mission of liquids or natural gas by means of pipeline in interstate or foreign commerce
under authority of the laws of the United States;

(bb) all sales of used mobile homes or manufactured homes. As used in this subsection:
(1) “Mobile homes” and “manufactured homes” shall have the meanings ascribed thereto
by K.S.A. 58-4202 and amendments thereto; and (2) “sales of used mobile homes or man-
ufactured homes” means sales other than the original retail sale thereof;

(cc) all sales of tangible personal property or services purchased for the purpose of and
in conjunction with constructing, reconstructing, enlarging or remodeling a business or retail
business which meets the requirements established in K.S.A. 74-50,115 and amendments
thereto, and the sale and installation of machinery and equipment purchased for installation
at any such business or retail business. When a person shall contract for the construction,
reconstruction, enlargement or remodeling of any such business or retail business, such
person shall obtain from the state and furnish to the contractor an exemption certificate for
the project involved, and the contractor may purchase materials, machinery and equipment
for incorporation in such project. The contractor shall furnish the number of such certificates
to all suppliers from whom such purchases are made, and such suppliers shall execute
invoices covering the same bearing the number of such certificate. Upon completion of the
project the contractor shall furnish to the owner of the business or retail business a sworn
statement, on a form to be provided by the director of taxation, that all purchases so made
were entitled to exemption under this subsection. All invoices shall be held by the contractor
for a period of five years and shall be subject to audit by the director of taxation. Any
contractor or any agent, employee or subcontractor thereof, who shall use or otherwise
dispose of any materials, machinery or equipment purchased under such a certificate for
any purpose other than that for which such a certificate is issued without the payment of
the sales or compensating tax otherwise imposed thereon, shall be guilty of a misdemeanor
and, upon conviction therefor, shall be subject to the penalties provided for in subsection
(g) of K.S.A. 79-3615 and amendments thereto. As used in this subsection, “business” and
“retail business” have the meanings respectively ascribed thereto by K.S.A. 74-50,114 and
amendments thereto;

(dd) all sales of tangible personal property purchased with food stamps issued by the
United States department of agriculture;

(ee) all sales of lottery tickets and shares made as part of a lottery operated by the state
of Kansas;
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(ff) on and after July 1, 1988, all sales of new mobile homes or manufactured homes to
the extent of 40% of the gross receipts, determined without regard to any trade-in allowance,
received from such sale. As used in this subsection, “mobile homes” and “manufactured
homes” shall have the meanings ascribed thereto by K.S.A. 58-4202 and amendments
thereto;

(gg) allsales of tangible personal property purchased in accordance with vouchers issued
pursuant to the federal special supplemental food program for women, infants and children;

(hh)  all sales of medical supplies and equipment purchased directly by a nonprofit skilled
nursing home or nonprofit intermediate nursing care home, as defined by K.S.A. 39-923,
and amendments thereto, for the purpose of providing medical services to residents thereof.
This exemption shall not apply to tangible personal property customarily used for human
habitation purposes;

(i) all sales of tangible personal property purchased directly by a nonprofit organization
for nonsectarian comprehensive multidiscipline youth development programs and activities
provided or sponsored by such organization, and all sales of tangible personal property by
or on behalf of any such organization. This exemption shall not apply to tangible personal
property customarily used for human habitation purposes;

(jj) all sales of tangible personal property or services, including the renting and leasing
of tangible personal property, purchased directly on behalf of a community-based mental
retardation facility or mental health center organized pursuant to K.S.A. 19-4001 et seq.,
and amendments thereto, and licensed in accordance with the provisions of K.S.A. 75-3307b
and amendments thereto. This exemption shall not apply to tangible personal property
customarily used for human habitation purposes;

(kk) (1) (A) all sales of machinery and equipment which are used in this state as an
integral or essential part of an integrated production operation by a manufacturing or proc-
essing plant or facility;

(B) all sales of installation, repair and maintenance services performed on such ma-
chinery and equipment; and

(C) all sales of repair and replacement parts and accessories purchased for such ma-
chinery and equipment.

(2)  For purposes of this subsection:

(A) “Integrated production operation” means an integrated series of operations engaged
in at a manufacturing or processing plant or facility to process, transform or convert tangible
personal property by physical, chemical or other means into a different form, composition
or character from that in which it originally existed. Integrated production operations shall
include: (i) Production line operations, including packaging operations; (ii) preproduction
operations to handle, store and treat raw materials; (iii) post production handling, storage,
warehousing and distribution operations; and (iv) waste, pollution and environmental control
operations, if any;

(B) “production line” means the assemblage of machinery and equipment at a manu-
facturing or processing plant or facility where the actual transformation or processing of
tangible personal property occurs;

(C) “manufacturing or processing plant or facility” means a single, fixed location owned
or controlled by a manufacturing or processing business that consists of one or more struc-
tures or buildings in a contiguous area where integrated production operations are con-
ducted to manufacture or process tangible personal property to be ultimately sold at retail.
Such term shall not include any facility primarily operated for the purpose of conveying or
assisting in the conveyance of natural gas, electricity, oil or water. A business may operate
one or more manufacturing or processing plants or facilities at different locations to man-
ufacture or process a single product of tangible personal property to be ultimately sold at
retail;

(D) “manufacturing or processing business” means a business that utilizes an integrated
production operation to manufacture, process, fabricate, finish, or assemble items for whole-
sale and retail distribution as part of what is commonly regarded by the general public as
an industrial manufacturing or processing operation or an agricultural commodity processing
operation. (i) Industrial manufacturing or processing operations include, by way of illustra-
tion but not of limitation, the fabrication of automobiles, airplanes, machinery or transpor-
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tation equipment, the fabrication of metal, plastic, wood, or paper products, electricity
power generation, water treatment, petroleum refining, chemical production, wholesale bot-
tling, newspaper printing, ready mixed concrete production, and the remanufacturing of
used parts for wholesale or retail sale. Such processing operations shall include operations
at an oil well, gas well, mine or other excavation site where the oil, gas, minerals, coal, clay,
stone, sand or gravel that has been extracted from the earth is cleaned, separated, crushed,
ground, milled, screened, washed, or otherwise treated or prepared before its transmission
to a refinery or before any other wholesale or retail distribution. (i) Agricultural commodity
processing operations include, by way of illustration but not of limitation, meat packing,
poultry slaughtering and dressing, processing and packaging farm and dairy products in
sealed containers for wholesale and retail distribution, feed grinding, grain milling, frozen
food processing, and grain handling, cleaning, blending, fumigation, drying and aeration
operations engaged in by grain elevators or other grain storage facilities. (iii) Manufacturing
or processing businesses do not include, by way of illustration but not of limitation, nonin-
dustrial businesses whose operations are primarily retail and that produce or process tangible
personal property as an incidental part of conducting the retail business, such as retailers
who bake, cook or prepare food products in the regular course of their retail trade, grocery
stores, meat lockers and meat markets that butcher or dress livestock or poultry in the
regular course of their retail trade, contractors who alter, service, repair or improve real
property, and retail businesses that clean, service or refurbish and repair tangible personal
property for its owner;

(E) “repair and replacement parts and accessories” means all parts and accessories for
exempt machinery and equipment, including, but not limited to, dies, jigs, molds, patterns
and safety devices that are attached to exempt machinery or that are otherwise used in
production, and parts and accessories that require periodic replacement such as belts, drill
bits, grinding wheels, grinding balls, cutting bars, saws, refractory brick and other refractory
items for exempt kiln equipment used in production operations;

(F) “primary” or “primarily” mean more than 50% of the time.

(3) For purposes of this subsection, machinery and equipment shall be deemed to be
used as an integral or essential part of an integrated production operation when used:

(A) To receive, transport, convey, handle, treat or store raw materials in preparation of
its placement on the production line;

(B) to transport, convey, handle or store the property undergoing manufacturing or
processing at any point from the beginning of the production line through any warehousing
or distribution operation of the final product that occurs at the plant or facility;

(C) to act upon, effect, promote or otherwise facilitate a physical change to the property
undergoing manufacturing or processing;

(D) to guide, control or direct the movement of property undergoing manufacturing or
processing;

(E) to test or measure raw materials, the property undergoing manufacturing or proc-
essing or the finished product, as a necessary part of the manufacturer’s integrated produc-
tion operations;

(F) to plan, manage, control or record the receipt and flow of inventories of raw ma-
terials, consumables and component parts, the flow of the property undergoing manufac-
turing or processing and the management of inventories of the finished product;

(G) to produce energy for, lubricate, control the operating of or otherwise enable the
functioning of other production machinery and equipment and the continuation of produc-
tion operations;

(H) to package the property being manufactured or processed in a container or wrap-
ping in which such property is normally sold or transported;

(I)  to transmit or transport electricity, coke, gas, water, steam or similar substances used
in production operations from the point of generation, if produced by the manufacturer or
processor at the plant site, to that manufacturer’s production operation; or, if purchased or
delivered from offsite, from the point where the substance enters the site of the plant or
facility to that manufacturer’s production operations;

() to cool, heat, filter, refine or otherwise treat water, steam, acid, oil, solvents or other
substances that are used in production operations;
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(K) to provide and control an environment required to maintain certain levels of air
quality, humidity or temperature in special and limited areas of the plant or facility, where
such regulation of temperature or humidity is part of and essential to the production process;

(L) to treat, transport or store waste or other byproducts of production operations at
the plant or facility; or

(M) to control pollution at the plant or facility where the pollution is produced by the
manufacturing or processing operation.

(4) The following machinery, equipment and materials shall be deemed to be exempt
even though it may not otherwise qualify as machinery and equipment used as an integral
or essential part of an integrated production operation: (A) Computers and related periph-
eral equipment that are utilized by a manufacturing or processing business for engineering
of the finished product or for research and development or product design; (B) machinery
and equipment that is utilized by a manufacturing or processing business to manufacture
or rebuild tangible personal property that is used in manufacturing or processing operations,
including tools, dies, molds, forms and other parts of qualifying machinery and equipment;
(C) portable plants for aggregate concrete, bulk cement and asphalt including cement mixing
drums to be attached to a motor vehicle; (D) industrial fixtures, devices, support facilities
and special foundations necessary for manufacturing and production operations, and ma-
terials and other tangible personal property sold for the purpose of fabricating such fixtures,
devices, facilities and foundations. An exemption certificate for such purchases shall be
signed by the manufacturer or processor. If the fabricator purchases such material, the
fabricator shall also sign the exemption certificate; and (E) a manufacturing or processing
business” laboratory equipment that is not located at the plant or facility, but that would
otherwise qualify for exemption under subsection (3)(E).

(5) “Machinery and equipment used as an integral or essential part of an integrated
production operation” shall not include:

(A) Machinery and equipment used for nonproduction purposes, including, but not
limited to, machinery and equipment used for plant security, fire prevention, first aid, ac-
counting, administration, record keeping, advertising, marketing, sales or other related ac-
tivities, plant cleaning, plant communications, and employee work scheduling;

(B) machinery, equipment and tools used primarily in maintaining and repairing any
type of machinery and equipment or the building and plant;

(C) transportation, transmission and distribution equipment not primarily used in a pro-
duction, warehousing or material handling operation at the plant or facility, including the
means of conveyance of natural gas, electricity, oil or water, and equipment related thereto,
located outside the plant or facility;

(D) office machines and equipment including computers and related peripheral equip-
ment not used directly and primarily to control or measure the manufacturing process;

(E) furniture and other furnishings;

(F)  buildings, other than exempt machinery and equipment that is permanently affixed
to or becomes a physical part of the building, and any other part of real estate that is not
otherwise exempt;

(G) building fixtures that are not integral to the manufacturing operation, such as utility
systems for heating, ventilation, air conditioning, communications, plumbing or electrical;

(H) machinery and equipment used for general plant heating, cooling and lighting;

(I)  motor vehicles that are registered for operation on public highways; or

(]) employee apparel, except safety and protective apparel that is purchased by an em-
ployer and furnished gratuitously to employees who are involved in production or research
activities.

(6) Subsections (3) and (5) shall not be construed as exclusive listings of the machinery
and equipment that qualify or do not qualify as an integral or essential part of an integrated
production operation. When machinery or equipment is used as an integral or essential part
of production operations part of the time and for nonproduction purpose at other times,
the primary use of the machinery or equipment shall determine whether or not such ma-
chinery or equipment qualifies for exemption.

(7)  The secretary of revenue shall adopt rules and regulations necessary to administer
the provisions of this subsection;
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(1) all sales of educational materials purchased for distribution to the public at no charge
by a nonprofit corporation organized for the purpose of encouraging, fostering and con-
ducting programs for the improvement of public health;

(mm) all sales of seeds and tree seedlings; fertilizers, insecticides, herbicides, germi-
cides, pesticides and fungicides; and services, purchased and used for the purpose of pro-
ducing plants in order to prevent soil erosion on land devoted to agricultural use;

(nn) except as otherwise provided in this act, all sales of services rendered by an ad-
vertising agency or licensed broadcast station or any member, agent or employee thereof;

(0o) all sales of tangible personal property purchased by a community action group or
agency for the exclusive purpose of repairing or weatherizing housing occupied by low
income individuals;

(pp) all sales of drill bits and explosives actually utilized in the exploration and produc-
tion of oil or gas;

(qq) all sales of tangible personal property and services purchased by a nonprofit mu-
seum or historical society or any combination thereof, including a nonprofit organization
which is organized for the purpose of stimulating public interest in the exploration of space
by providing educational information, exhibits and experiences, which is exempt from fed-
eral income taxation pursuant to section 501(c)(3) of the federal internal revenue code of
1986;

(rr) all sales of tangible personal property which will admit the purchaser thereof to any
annual event sponsored by a nonprofit organization which is exempt from federal income
taxation pursuant to section 501(c)(3) of the federal internal revenue code of 1986;

(ss) all sales of tangible personal property and services purchased by a public broad-
casting station licensed by the federal communications commission as a noncommercial
educational television or radio station;

(tt) all sales of tangible personal property and services purchased by or on behalf of a
not-for-profit corporation which is exempt from federal income taxation pursuant to section
501(c)(3) of the federal internal revenue code of 1986, for the sole purpose of constructing
a Kansas Korean War memorial;

(uu) all sales of tangible personal property and services purchased by or on behalf of
any rural volunteer fire-fighting organization for use exclusively in the performance of its
duties and functions;

(v) all sales of tangible personal property purchased by any of the following organiza-
tions which are exempt from federal income taxation pursuant to section 501 (c)(3) of the
federal internal revenue code of 1986, for the following purposes, and all sales of any such
property by or on behalf of any such organization for any such purpose:

(1) The American Heart Association, Kansas Affiliate, Inc. for the purposes of providing
education, training, certification in emergency cardiac care, research and other related serv-
ices to reduce disability and death from cardiovascular diseases and stroke;

(2)  the Kansas Alliance for the Mentally Il1, Inc. for the purpose of advocacy for persons
with mental illness and to education, research and support for their families;

(3)  the Kansas Mental Illness Awareness Council for the purposes of advocacy for per-
sons who are mentally ill and to education, research and support for them and their families;

(4) the American Diabetes Association Kansas Affiliate, Inc. for the purpose of elimi-
nating diabetes through medical research, public education focusing on disease prevention
and education, patient education including information on coping with diabetes, and pro-
fessional education and training;

(5) the American Lung Association of Kansas, Inc. for the purpose of eliminating all
lung diseases through medical research, public education including information on coping
with lung diseases, professional education and training related to lung disease and other
related services to reduce the incidence of disability and death due to lung disease;

(6) the Kansas chapters of the Alzheimer’s Disease and Related Disorders Association,
Inc. for the purpose of providing assistance and support to persons in Kansas with Alzhei-
mer’s disease, and their families and caregivers;

(7) the Kansas chapters of the Parkinson’s disease association for the purpose of elim-
inating Parkinson’s disease through medical research and public and professional education
related to such disease; and
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(8) the National Kidney Foundation of Kansas and Western Missouri for the purpose
of eliminating kidney disease through medical research and public and private education
related to such disease;

(ww) all sales of tangible personal property purchased by the Habitat for Humanity for
the exclusive use of being incorporated within a housing project constructed by such
organization;

(xx) all sales of tangible personal property and services purchased by a nonprofit zoo
which is exempt from federal income taxation pursuant to section 501(c)(3) of the federal
internal revenue code of 1986, or on behalf of such zoo by an entity itself exempt from
federal income taxation pursuant to section 501(c)(3) of the federal internal revenue code
of 1986 contracted with to operate such zoo and all sales of tangible personal property or
services purchased by a contractor for the purpose of constructing, equipping, reconstruct-
ing, maintaining, repairing, enlarging, furnishing or remodeling facilities for any nonprofit
zoo which would be exempt from taxation under the provisions of this section if purchased
directly by such nonprofit zoo or the entity operating such zoo. Nothing in this subsection
shall be deemed to exempt the purchase of any construction machinery, equipment or tools
used in the constructing, equipping, reconstructing, maintaining, repairing, enlarging, fur-
nishing or remodeling facilities for any nonprofit zoo. When any nonprofit zoo shall contract
for the purpose of constructing, equipping, reconstructing, maintaining, repairing, enlarging,
furnishing or remodeling facilities, it shall obtain from the state and furnish to the contractor
an exemption certificate for the project involved, and the contractor may purchase materials
for incorporation in such project. The contractor shall furnish the number of such certificate
to all suppliers from whom such purchases are made, and such suppliers shall execute
invoices covering the same bearing the number of such certificate. Upon completion of the
project the contractor shall furnish to the nonprofit zoo concerned a sworn statement, on a
form to be provided by the director of taxation, that all purchases so made were entitled to
exemption under this subsection. All invoices shall be held by the contractor for a period
of five years and shall be subject to audit by the director of taxation. If any materials pur-
chased under such a certificate are found not to have been incorporated in the building or
other project or not to have been returned for credit or the sales or compensating tax
otherwise imposed upon such materials which will not be so incorporated in the building
or other project reported and paid by such contractor to the director of taxation not later
than the 20th day of the month following the close of the month in which it shall be deter-
mined that such materials will not be used for the purpose for which such certificate was
issued, the nonprofit zoo concerned shall be liable for tax on all materials purchased for the
project, and upon payment thereof it may recover the same from the contractor together
with reasonable attorney fees. Any contractor or any agent, employee or subcontractor
thereof, who shall use or otherwise dispose of any materials purchased under such a certif-
icate for any purpose other than that for which such a certificate is issued without the
payment of the sales or compensating tax otherwise imposed upon such materials, shall be
guilty of a misdemeanor and, upon conviction therefor, shall be subject to the penalties
provided for in subsection (g) of K.S.A. 79-3615, and amendments thereto;

{zz) (yy) all sales of machinery and equipment purchased by over-the-air, free access
radio or television station which is used directly and primarily for the purpose of producing
a broadcast signal or is such that the failure of the machinery or equipment to operate would
cause broadcasting to cease. For purposes of this subsection, machinery and equipment
shall include, but not be limited to, that required by rules and regulations of the federal
communications commission, and all sales of electricity which are essential or necessary for
the purpose of producing a broadcast signal or is such that the failure of the electricity would
cause broadcasting to cease;

faaa} (zz) all sales of tangible personal property and services purchased by a religious
organization which is exempt from federal income taxation pursuant to section 501(c)(3) of
the federal internal revenue code, and used exclusively for religious purposes, and all sales
of tangible personal property or services purchased by a contractor for the purpose of



2370 JOURNAL OF THE HOUSE

constructing, equipping, reconstructing, maintaining, repairing, enlarging, furnishing or re-
modeling facilities for any such organization which would be exempt from taxation under
the provisions of this section if purchased directly by such organization. Nothing in this
subsection shall be deemed to exempt the purchase of any construction machinery, equip-
ment or tools used in the constructing, equipping, reconstructing, maintaining, repairing,
enlarging, furnishing or remodeling facilities for any such organization. When any such
organization shall contract for the purpose of constructing, equipping, reconstructing, main-
taining, repairing, enlarging, furnishing or remodeling facilities, it shall obtain from the state
and furnish to the contractor an exemption certificate for the project involved, and the
contractor may purchase materials for incorporation in such project. The contractor shall
furnish the number of such certificate to all suppliers from whom such purchases are made,
and such suppliers shall execute invoices covering the same bearing the number of such
certificate. Upon completion of the project the contractor shall furnish to such organization
concerned a sworn statement, on a form to be provided by the director of taxation, that all
purchases so made were entitled to exemption under this subsection. All invoices shall be
held by the contractor for a period of five years and shall be subject to audit by the director
of taxation. If any materials purchased under such a certificate are found not to have been
incorporated in the building or other project or not to have been returned for credit or the
sales or compensating tax otherwise imposed upon such materials which will not be so
incorporated in the building or other project reported and paid by such contractor to the
director of taxation not later than the 20th day of the month following the close of the month
in which it shall be determined that such materials will not be used for the purpose for
which such certificate was issued, such organization concerned shall be liable for tax on all
materials purchased for the project, and upon payment thereof it may recover the same
from the contractor together with reasonable attorney fees. Any contractor or any agent,
employee or subcontractor thereof, who shall use or otherwise dispose of any materials
purchased under such a certificate for any purpose other than that for which such a certif-
icate is issued without the payment of the sales or compensating tax otherwise imposed upon
such materials, shall be guilty of a misdemeanor and, upon conviction therefor, shall be
subject to the penalties provided for in subsection (g) of K.S.A. 79-3615, and amendments
thereto. Sales tax paid on and after July 1, 1998, but prior to the effective date of this act
upon the gross receipts received from any sale exempted by the amendatory provisions of
this subsection shall be refunded. Each claim for a sales tax refund shall be verified and
submitted to the director of taxation upon forms furnished by the director and shall be
accompanied by any additional documentation required by the director. The director shall
review each claim and shall refund that amount of sales tax paid as determined under the
provisions of this subsection. All refunds shall be paid from the sales tax refund fund upon
warrants of the director of accounts and reports pursuant to vouchers approved by the
director or the director’s designee;

tbbb) (aaa) all sales of food for human consumption by an organization which is exempt
from federal income taxation pursuant to section 501 (c)(3) of the federal internal revenue
code of 1986, pursuant to a food distribution program which offers such food at a price
below cost in exchange for the performance of community service by the purchaser thereof;

feee} (bbb)  on and after July 1, 1999, all sales of tangible personal property and services
purchased by a primary care clinic or health center the primary purpose of which is to
provide services to medically underserved individuals and families, and which is exempt
from federal income taxation pursuant to section 501 (c)(3) of the federal internal revenue
code, and all sales of tangible personal property or services purchased by a contractor for
the purpose of constructing, equipping, reconstructing, maintaining, repairing, enlarging,
furnishing or remodeling facilities for any such clinic or center which would be exempt from
taxation under the provisions of this section if purchased directly by such clinic or center.
Nothing in this subsection shall be deemed to exempt the purchase of any construction
machinery, equipment or tools used in the constructing, equipping, reconstructing, main-
taining, repairing, enlarging, furnishing or remodeling facilities for any such clinic or center.
When any such clinic or center shall contract for the purpose of constructing, equipping,
reconstructing, maintaining, repairing, enlarging, furnishing or remodeling facilities, it shall
obtain from the state and furnish to the contractor an exemption certificate for the project
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involved, and the contractor may purchase materials for incorporation in such project. The
contractor shall furnish the number of such certificate to all suppliers from whom such
purchases are made, and such suppliers shall execute invoices covering the same bearing
the number of such certificate. Upon completion of the project the contractor shall furnish
to such clinic or center concerned a sworn statement, on a form to be provided by the
director of taxation, that all purchases so made were entitled to exemption under this sub-
section. All invoices shall be held by the contractor for a period of five years and shall be
subject to audit by the director of taxation. If any materials purchased under such a certif-
icate are found not to have been incorporated in the building or other project or not to have
been returned for credit or the sales or compensating tax otherwise imposed upon such
materials which will not be so incorporated in the building or other project reported and
paid by such contractor to the director of taxation not later than the 20th day of the month
following the close of the month in which it shall be determined that such materials will not
be used for the purpose for which such certificate was issued, such clinic or center concerned
shall be liable for tax on all materials purchased for the project, and upon payment thereof
it may recover the same from the contractor together with reasonable attorney fees. Any
contractor or any agent, employee or subcontractor thereof, who shall use or otherwise
dispose of any materials purchased under such a certificate for any purpose other than that
for which such a certificate is issued without the payment of the sales or compensating tax
otherwise imposed upon such materials, shall be guilty of a misdemeanor and, upon con-
viction therefor, shall be subject to the penalties provided for in subsection (g) of K.S.A.
79-3615, and amendments thereto;

fddd} (ccc)  on and after January 1, 1999, and before January 1, 2000, all sales of materials
and services purchased by any class II or III railroad as classified by the federal surface
transportation board for the construction, renovation, repair or replacement of class II or
IIT railroad track and facilities used directly in interstate commerce. In the event any such
track or facility for which materials and services were purchased sales tax exempt is not
operational for five years succeeding the allowance of such exemption, the total amount of
sales tax which would have been payable except for the operation of this subsection shall
be recouped in accordance with rules and regulations adopted for such purpose by the
secretary of revenue;

feee) (ddd) on and after January 1, 1999, and before January 1, 2001, all sales of ma-
terials and services purchased for the original construction, reconstruction, repair or re-
placement of grain storage facilities, including railroad sidings providing access thereto;

{fff) (eee) all sales of material handling equipment, racking systems and other related
machinery and equipment that is used for the handling, movement or storage of tangible
personal property in a warehouse or distribution facility in this state; all sales of installation,
repair and maintenance services performed on such machinery and equipment; and all sales
of repair and replacement parts for such machinery and equipment. For purposes of this
subsection, a warehouse or distribution facility means a single, fixed location that consists
of buildings or structures in a contiguous area where storage or distribution operations are
conducted that are separate and apart from the business’ retail operations, if any, and which
do not otherwise qualify for exemption as occurring at a manufacturing or processing plant
or facility. Material handling and storage equipment shall include aeration, dust control,
cleaning, handling and other such equipment that is used in a public grain warehouse or
other commercial grain storage facility, whether used for grain handling, grain storage, grain
refining or processing, or other grain treatment operation; and

fege) (fff)  all sales of tangible personal property and services purchased by or on behalf
of the Kansas Academy of Science which is exempt from federal income taxation pursuant
to section 501(c)(3) of the federal internal revenue code of 1986, and used solely by such
academy for the preparation, publication and dissemination of education materials.

Sec. 2. On and after June 1, 2002, K.S.A. 2001 Supp. 79-3606 is hereby repealed.

Sec. 3. This act shall take effect and be in force from and after its publication in the
Kansas register.”;

In the title, after “ACT” by inserting “relating to sales taxation; concerning exemptions
therefrom; amending K.S.A. 2001 Supp. 79-3606 and repealing the existing section.”;



2372 JOURNAL OF THE HOUSE

On roll call, the vote was: Yeas 18; Nays 104; Present but not voting: 0; Absent or not
voting: 3.

Yeas: Aurand, Ballou, Beggs, Benlon, Cox, Dreher, Edmonds, Freeborn, Hayzlett, Lane,
Neufeld, O'Neal, J. Peterson, Ray, Sloan, Stone, Tanner, Tomlinson.

Nays: Aday, Ballard, Barnes, Bethell, Boston, Burroughs, Campbell, Compton, Cook,
Crow, Dahl, DeCastro, Dillmore, DiVita, Faber, Feuerborn, Findley, Flaharty, Flora, Gar-
ner, Gatewood, Gilbert, Glasscock, Goering, Gordon, Grant, Henderson, Henry, Hermes,
Holmes, Horst, Howell, Huebert, Huff, Humerickhouse, Hutchins, Huy, Johnson, Kauff-
man, Kirk, Klein, Krehbiel, Kuether, Landwehr, Larkin, Levinson, Light, Lightner, Lloyd,
Loganbill, M. Long, P. Long, Loyd, Mason, Mayans, Mays, McClure, McCreary, McKinney,
McLeland, Merrick, Miller, Minor, Jim Morrison, Judy Morrison, Myers, Newton, Nichols,
Novascone, Osborne, Ostmeyer, Owens, Palmer, Patterson, Pauls, E. Peterson, Phelps, L.
Powell, T. Powell, Powers, Pyle, Reardon, Rehorn, Ruff, Schwartz, Showalter, Shriver,
Shultz, Spangler, Storm, Swenson, Tafanelli, Thimesch, R. Toelkes, Toplikar, Vickrey, We-
ber, Wells, Welshimer, Wilk, D. Williams, J. Williams, Wilson, Winn.

Present but not voting: None.

Absent or not voting: O’Brien, Pottorff, Sharp.

The motion of Rep. Tomlinson did not prevail.

Also, on motion of Rep. Patterson to amend HB 2265, Rep. Edmonds requested a ruling
on the amendment being germane to the bill. The Rules Chair ruled the amendment not
germane. Rep. Patterson challenged the ruling, the question being “Shall the Rules Chair
be sustained?” The Rules Chair was sustained.

Also, on motion to recommend HB 2265 favorably for passage, the motion did not prevail.

On motion of Rep. Huff SB 68 (see previous action, Committee of the Whole, HJ, pages
1656-1658) be amended as amended by House Committee of the Whole, on page 1, by
striking all in lines 26 through 43;

By striking all on page 2;

In the title, in line 12, by striking all after “ACT”; by striking all in lines 14 through 16;

Also, roll call was demanded on further motion of Rep. Huff to amend SB 68 as amended
by House Commiittee of the Whole, on page 1, by striking all in lines 26 through 43;

By striking all on page 2 and inserting the following:

“Section 1. (a) On and after March 1, 2002, in addition to the tax imposed by the Kansas
estate tax act, a tax is hereby imposed on the privilege of succeeding to the ownership of
any property, corporeal or incorporeal, and any interest therein within the jurisdiction of
this state by any relative, or stranger in the blood, of a decedent other than the spouse,
brothers and sisters, lineal ancestors, lineal descendants, step-parents, step-children,
adopted children, lineal descendants of any adopted child or step-child, the spouse or sur-
viving spouse of a son or daughter, or the spouse or surviving spouse of an adopted child
or step-child of the decedent. In the case of an adopted child or step-child, a spouse or
surviving spouse of an adopted child or step-child or the lineal descendant of an adopted
child or step-child of the decedent, such person shall file with the department of revenue
an affidavit setting forth the relationship of such person to the decedent. Such affidavit shall
be sufficient proof of the adoptive or step-child relationship in question, and the department,
or any officer or employee thereof, shall not require any additional proof of such relationship.
As used in this paragraph, “step-child” means a child of a spouse or former spouse of the
decedent or the brothers and sisters of the decedent.

(b) The tax shall be charged upon the value of the property succeeded to and shall be
in an amount equal to a percentage of such value as follows: On any amount up to $100,000,
10%; or any amount in excess of $100,000 and up to $200,000, 12%; on all sums in excess
of $200,000, 15%.

(c)  All moneys collected pursuant to the provisions of this section shall be remitted to
the state treasurer who shall credit the entire amount thereof to the state general fund.

(d) The provisions of this section shall be deemed supplemental to the Kansas estate
tax act.

Sec. 2. This act shall take effect and be in force from and after its publication in the
Kansas register.”;
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In the title, in line 12, by striking all after “ACT"; by striking all in lines 14 through 16
and inserting “imposing a tax upon the succession to property by certain heirs.”;

On roll call, the vote was: Yeas 58; Nays 62; Present but not voting: 0; Absent or not
voting: 5.

Yeas: Aday, Ballard, Beggs, Benlon, Boston, Burroughs, Campbell, Cox, Dreher, Feuer-
born, Findley, Flaharty, Flora, Freeborn, Gatewood, Gilbert, Glasscock, Grant, Hayzlett,
Henry, Hermes, Holmes, Horst, Huff, Humerickhouse, Hutchins, Kirk, Lane, Larkin, Loyd,
Mason, McClure, Minor, Newton, Nichols, O’Neal, Owens, Patterson, Pauls, E. Peterson,
J. Peterson, Ray, Reardon, Ruff, Showalter, Shriver, Shultz, Sloan, Stone, Storm, Swenson,
Tanner, Thimesch, Tomlinson, Vickrey, Wilk, J. Williams, Winn.

Nays: Aurand, Ballou, Barnes, Bethell, Compton, Cook, Crow, Dahl, Dillmore, DiVita,
Edmonds, Faber, Garner, Goering, Gordon, Henderson, Howell, Huebert, Huy, Johnson,
Kauffman, Krehbiel, Kuether, Landwehr, Levinson, Light, Lightner, Lloyd, Loganbill, M.
Long, P. Long, Mayans, Mays, McCreary, McKinney, McLeland, Merrick, Miller, Jim Mor-
rison, Judy Morrison, Myers, Neufeld, Novascone, Osborne, Ostmeyer, Palmer, Phelps, L.
Powell, T. Powell, Powers, Pyle, Rehorn, Schwartz, Spangler, Tafanelli, R. Toelkes, Toplikar,
Weber, Wells, Welshimer, D. Williams, Wilson.

Present but not voting: None.

Absent or not voting: DeCastro, Klein, O’Brien, Pottorff, Sharp.

The motion of Rep. Huff did not prevail.

Also, on motion to recommend SB 68 favorably for passage, the motion did not prevail.

On motion of Rep. Edmonds HB 2560 (see previous action, Committee of the Whole,
HJ, pages 1707-1720) be amended as further amended by House Committee, on page 1,
by striking all in lines 17 through 43;

By striking all on pages 2 through 4;

In the title, in line 12, by striking all after “ACT”; by striking all in lines 13 and 14;

Also, roll call was demanded on further motion of Rep. Edmonds to amend HB 2560 as
further amended by House Committee, on page 1, by striking all in lines 17 through 43;

By striking all in pages 2 through 4 and inserting the following:

“Section. 1. On and after June 1, 2002, K.S.A. 79-3310 is hereby amended to read as
follows: 79-3310. There is imposed a tax upon all cigarettes sold, distributed or given away
within the state of Kansas. The rate of such tax shall be $:24 $1.00 on each 20 cigarettes or
fractional part thereof or 30 $1.25 on each 25 cigarettes, as the case requires. Such tax
shall be collected and paid to the director as provided in this act. Such tax shall be paid only
once and shall be paid by the wholesale dealer first receiving the cigarettes as herein
provided.

The taxes imposed by this act are hereby levied upon all sales of cigarettes made to any
department, institution or agency of the state of Kansas, and to the political subdivisions
thereof and their departments, institutions and agencies.

New Sec. 2. On or before June 30, 2002, each wholesale dealer, retail dealer and vend-
ing machine operator shall file a report with the director in such form as the director may
prescribe showing cigarettes, cigarette stamps and meter imprints on hand at 12:01 a.m. on
June 1, 2002. A tax of $.76 on each 20 cigarettes or fractional part thereof or $.95 on each
25 cigarettes, as the case requires and $.76 or $.95, as the case requires upon all tax stamps
and all meter imprints purchased from the director and not affixed to cigarettes prior to
June 1, 2002, is hereby imposed and shall be due and payable on or before June 30, 2002.
The tax imposed upon such cigarettes, tax stamps and meter imprints shall be imposed only
once under this act. The director shall remit all moneys collected pursuant to this section
to the state treasurer who shall credit the entire amount thereof to the state general fund.

Sec. 3. On and after June 1, 2002, K.S.A. 2001 Supp. 79-3311 is hereby amended to
read as follows: 79-3311. The director shall design and designate indicia of tax payment to
be affixed to each package of cigarettes as provided by this act. The director shall sell water
applied stamps only to licensed wholesale dealers in the amounts of 1,000 or multiples
thereof. Stamps applied by the heat process shall be sold only in amounts of 30,000 or
multiples thereof, except that such stamps which are suitable for packages containing 25
cigarettes each shall be sold in amounts prescribed by the director. Meter imprints shall be
sold only in amounts of 10,000 or multiples thereof. Water applied stamps in amounts of
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10,000 or multiples thereof and stamps applied by the heat process and meter imprints shall
be supplied to wholesale dealers at a discount of 2:65% 0.636% from the face value thereof,
and shall be deducted at the time of purchase or from the remittance therefor as hereinafter
provided. Any wholesale cigarette dealer who shall file with the director a bond, of accept-
able form, payable to the state of Kansas with a corporate surety authorized to do business
in Kansas, shall be permitted to purchase stamps, and remit therefor to the director within
30 days after each such purchase, up to a maximum outstanding at any one time of 85% of
the amount of the bond. Failure on the part of any wholesale dealer to remit as herein
specified shall be cause for forfeiture of such dealer’s bond. All revenue received from the
sale of such stamps or meter imprints shall be remitted to the state treasurer in accordance
with the provisions of K.S.A. 75-4215, and amendments thereto. Upon receipt of each such
remittance, the state treasurer shall deposit the entire amount in the state treasury. The
state treasurer shall first credit such amount as the director shall order to the cigarette tax
refund fund and shall credit the remaining balance to the state general fund. A refund fund
designated the cigarette tax refund fund not to exceed $10,000 at any time shall be set apart
and maintained by the director from taxes collected under this act and held by the state
treasurer for prompt payment of all refunds authorized by this act. Such cigarette tax refund
fund shall be in such amount as the director shall determine is necessary to meet current
refunding requirements under this act.

The wholesale cigarette dealer shall affix to each package of cigarettes stamps or tax meter
imprints required by this act prior to the sale of cigarettes to any person, by such dealer or
such dealer’s agent or agents, within the state of Kansas. The director is empowered to
authorize wholesale dealers to affix revenue tax meter imprints upon original packages of
cigarettes and is charged with the duty of regulating the use of tax meters to secure payment
of the proper taxes. No wholesale dealer shall affix revenue tax meter imprints to original
packages of cigarettes without first having obtained permission from the director to employ
this method of affixation. If the director approves the wholesale dealer’s application for
permission to affix revenue tax meter imprints to original packages of cigarettes, the director
shall require such dealer to file a suitable bond payable to the state of Kansas executed by
a corporate surety authorized to do business in Kansas. The director may, to assure the
proper collection of taxes imposed by the act, revoke or suspend the privilege of imprinting
tax meter imprints upon original packages of cigarettes. All meters shall be under the direct
control of the director, and all transfer assignments or anything pertaining thereto must first
be authorized by the director. All inks used in the stamping of cigarettes must be of a special
type devised for use in connection with the machine employed and approved by the director.
All repairs to the meter are strictly prohibited except by a duly authorized representative of
the director. Requests for service shall be directed to the director. Meter machine ink
imprints on all packages shall be clear and legible. If a wholesale dealer continuously issues
illegible cigarette tax meter imprints, it shall be considered sufficient cause for revocation
of such dealer’s permit to use a cigarette tax meter.

A licensed wholesale dealer may, for the purpose of sale in another state, transport cig-
arettes not bearing Kansas indicia of tax payment through the state of Kansas provided such
cigarettes are contained in sealed and original cartons.

Sec. 4. Onand after June 1, 2002, K.S.A. 79-3312 is hereby amended to read as follows:
79-3312. The director shall redeem any unused stamps or meter imprints that any wholesale
dealer presents for redemption within six months after the purchase thereof, at the face
value less 2:65% 0.636% thereof if such stamps or meter imprints have been purchased
from the director. The director shall prepare a voucher showing the net amount of such
refund due, and the director of accounts and reports shall draw a warrant on the state
treasurer for the same. Wholesale dealers shall be entitled to a refund of the tax paid on
cigarettes which have become unfit for sale upon proof thereof less 265% 0.636% of such
tax.

Sec. 5. Onand after June 1, 2002, K.S.A. 79-3371 is hereby amended to read as follows:
79-3371. A tax is hereby imposed upon the privilege of selling or dealing in tobacco products
in this state by any person engaged in business as a distributor thereof, at the rate of ten
percent(10%) 40% of the wholesale sales price of such tobacco products. Such tax shall be

imposed at the time the distributor (a) brings or causes to be brought into this state from
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without the state tobacco products for sale; (b) makes, manufactures, or fabricates tobacco
products in this state for sale in this state; or (c) ships or transports tobacco products to
retailers in this state to be sold by those retailers.

New Sec. 6. On or before June 30, 2002, each distributor having a place of business in
this state shall file a report with the director in such form as the director may prescribe,
showing the tobacco products on hand at 12:01 a.m. on June 1, 2002. A tax at a rate equal
to 30% of the wholesale sales price of such tobacco products is hereby imposed upon such
tobacco products and shall be due and payable on or before June 30, 2002. The tax upon
such tobacco products shall be imposed only once under this act. The director shall remit
all moneys collected pursuant to this section to the state treasurer who shall credit the entire
amount thereof to the state general fund.

Sec. 7. Onand after June 1, 2002, K.S.A. 79-3378 is hereby amended to read as follows:
79-3378. On or before the twentieth 20th day of each calendar month every distributor with
a place of business in this state shall file a return with the director showing the quantity and
wholesale sales price of each tobacco product ) brought, or caused to be brought, into
this state for sale; and £} made, manufactured, or fabricated in this state for sale in this
state during the preceding calendar month. Every licensed distributor outside this state shall
in like manner file a return showing the quantity and wholesale sales price of each tobacco
product shipped or transported to retailers in this state to be sold by those retailers, during
the preceding calendar month. Returns shall be made upon forms furnished and prescribed
by the director. Each return shall be accompanied by a remittance for the full tax liability
shown therein, less fourpercentt4% 1% of such liability as compensation to reimburse the
distributor for his or her expenses incurred in the administration of this act. As soon as
practicable after any return is filed, the director shall examine the return. If the director
finds thatrimrhisorherjudgment; the return is incorrect and any amount of tax is due from
the distributor and unpaid, ke-orshe the director shall notify the distributor of the deficiency.
If a deficiency disclosed by the director’s examination cannot be allocated by him to a
particular month or months, ke-orshe the director may nevertheless notify the distributor
that a deficiency exists and state the amount of tax due. Such notice shall be given to the
distributor by registered or certified mail.

Sec. 8. On and after June 1, 2002, K.S.A. 79-3310, 79-3312, 79-3371 and 79-3378 and
K.S.A. 2001 Supp. 79-3311 are hereby repealed.

Sec. 9. This act shall take effect and be in force from and after its publication in the
Kansas register.”;

In the title, in line 12, by striking all after “ACT”; by striking all in lines 13 and 14 and
inserting “relating to cigarette and tobacco products taxation; increasing the rate thereof;
amending K.S.A. 79-3310, 79-3312, 79-3371 and 79-3378 and K.S.A. 2001 Supp. 79-3311
and repealing the existing sections.”;

On roll call, the vote was: Yeas 28; Nays 95; Present but not voting: 0; Absent or not
voting: 2.

Yeas: Ballard, Beggs, Benlon, Bethell, Campbell, Dreher, Edmonds, Feuerborn, Glas-
scock, Hayzlett, Hermes, Huff, Krehbiel, Lane, Jim Morrison, Newton, O’Neal, Owens,
Patterson, E. Peterson, J. Peterson, Ray, Sloan, Stone, Storm, Tanner, Tomlinson, Wilk.

Nays: Aday, Aurand, Ballou, Barnes, Boston, Burroughs, Compton, Cook, Cox, Crow,
Dahl, DeCastro, Dillmore, DiVita, Faber, Findley, Flaharty, Flora, Freeborn, Garner, Ga-
tewood, Gilbert, Goering, Gordon, Grant, Henderson, Henry, Holmes, Horst, Howell, Hue-
bert, Humerickhouse, Hutchins, Huy, Johnson, Kauffman, Kirk, Klein, Kuether, Landwehr,
Larkin, Levinson, Light, Lightner, Lloyd, Loganbill, M. Long, P. Long, Loyd, Mason, Ma-
yans, Mays, McClure, McCreary, McKinney, McLeland, Merrick, Miller, Minor, Judy Mor-
rison, Myers, Neufeld, Nichols, Novascone, Osborne, Ostmeyer, Palmer, Pauls, Phelps, L.
Powell, T. Powell, Powers, Pyle, Reardon, Rehorn, Ruff, Schwartz, Sharp, Showalter,
Shriver, Shultz, Spangler, Swenson, Tafanelli, Thimesch, R. Toelkes, Toplikar, Vickrey, We-
ber, Wells, Welshimer, D. Williams, J. Williams, Wilson, Winn.

Present but not voting: None.

Absent or not voting: O’Brien, Pottorff.

The motion of Rep. Edmonds did not prevail.
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Also, roll call was demanded on further motion of Rep. Edmonds to amend HB 2560 as
further amended by House Committee, on page 1, by striking all in lines 17 through 43;

By striking all in pages 2 through 4 and inserting the following:

“Section 1. On and after June 1, 2002, K.S.A. 79-3310 is hereby amended to read as
follows: 79-3310. There is imposed a tax upon all cigarettes sold, distributed or given away
within the state of Kansas. The rate of such tax shall be $:24 $.89 on each 20 cigarettes or
fractional part thereof or 36 $1.1125 on each 25 cigarettes, as the case requires. Such tax
shall be collected and paid to the director as provided in this act. Such tax shall be paid only
once and shall be paid by the wholesale dealer first receiving the cigarettes as herein
provided.

The taxes imposed by this act are hereby levied upon all sales of cigarettes made to any
department, institution or agency of the state of Kansas, and to the political subdivisions
thereof and their departments, institutions and agencies.

New Sec. 2. On or before June 30, 2002, each wholesale dealer, retail dealer and vend-
ing machine operator shall file a report with the director in such form as the director may
prescribe showing cigarettes, cigarette stamps and meter imprints on hand at 12:01 a.m. on
June 1, 2002. A tax of $.65 on each 20 cigarettes or fractional part thereof or $.8125 on
each 25 cigarettes, as the case requires and $.65 or $.8125, as the case requires upon all tax
stamps and all meter imprints purchased from the director and not affixed to cigarettes
prior to June 1, 2002, is hereby imposed and shall be due and payable on or before June
30, 2002. The tax imposed upon such cigarettes, tax stamps and meter imprints shall be
imposed only once under this act. The director shall remit all moneys collected pursuant to
this section to the state treasurer who shall credit the entire amount thereof to the state
general fund.

Sec. 3. On and after June 1, 2002, K.S.A. 2001 Supp. 79-3311 is hereby amended to
read as follows: 79-3311. The director shall design and designate indicia of tax payment to
be affixed to each package of cigarettes as provided by this act. The director shall sell water
applied stamps only to licensed wholesale dealers in the amounts of 1,000 or multiples
thereof. Stamps applied by the heat process shall be sold only in amounts of 30,000 or
multiples thereof, except that such stamps which are suitable for packages containing 25
cigarettes each shall be sold in amounts prescribed by the director. Meter imprints shall be
sold only in amounts of 10,000 or multiples thereof. Water applied stamps in amounts of
10,000 or multiples thereof and stamps applied by the heat process and meter imprints shall
be supplied to wholesale dealers at a discount of 2:65% 0.71% from the face value thereof,
and shall be deducted at the time of purchase or from the remittance therefor as hereinafter
provided. Any wholesale cigarette dealer who shall file with the director a bond, of accept-
able form, payable to the state of Kansas with a corporate surety authorized to do business
in Kansas, shall be permitted to purchase stamps, and remit therefor to the director within
30 days after each such purchase, up to a maximum outstanding at any one time of 85% of
the amount of the bond. Failure on the part of any wholesale dealer to remit as herein
specified shall be cause for forfeiture of such dealer’s bond. All revenue received from the
sale of such stamps or meter imprints shall be remitted to the state treasurer in accordance
with the provisions of K.S.A. 75-4215, and amendments thereto. Upon receipt of each such
remittance, the state treasurer shall deposit the entire amount in the state treasury. The
state treasurer shall first credit such amount as the director shall order to the cigarette tax
refund fund and shall credit the remaining balance to the state general fund. A refund fund
designated the cigarette tax refund fund not to exceed $10,000 at any time shall be set apart
and maintained by the director from taxes collected under this act and held by the state
treasurer for prompt payment of all refunds authorized by this act. Such cigarette tax refund
fund shall be in such amount as the director shall determine is necessary to meet current
refunding requirements under this act.

The wholesale cigarette dealer shall affix to each package of cigarettes stamps or tax meter
imprints required by this act prior to the sale of cigarettes to any person, by such dealer or
such dealer’s agent or agents, within the state of Kansas. The director is empowered to
authorize wholesale dealers to affix revenue tax meter imprints upon original packages of
cigarettes and is charged with the duty of regulating the use of tax meters to secure payment
of the proper taxes. No wholesale dealer shall affix revenue tax meter imprints to original
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packages of cigarettes without first having obtained permission from the director to employ
this method of affixation. If the director approves the wholesale dealer’s application for
permission to affix revenue tax meter imprints to original packages of cigarettes, the director
shall require such dealer to file a suitable bond payable to the state of Kansas executed by
a corporate surety authorized to do business in Kansas. The director may, to assure the
proper collection of taxes imposed by the act, revoke or suspend the privilege of imprinting
tax meter imprints upon original packages of cigarettes. All meters shall be under the direct
control of the director, and all transfer assignments or anything pertaining thereto must first
be authorized by the director. All inks used in the stamping of cigarettes must be of a special
type devised for use in connection with the machine employed and approved by the director.
All repairs to the meter are strictly prohibited except by a duly authorized representative of
the director. Requests for service shall be directed to the director. Meter machine ink
imprints on all packages shall be clear and legible. If a wholesale dealer continuously issues
illegible cigarette tax meter imprints, it shall be considered sufficient cause for revocation
of such dealer’s permit to use a cigarette tax meter.

A licensed wholesale dealer may, for the purpose of sale in another state, transport cig-
arettes not bearing Kansas indicia of tax payment through the state of Kansas provided such
cigarettes are contained in sealed and original cartons.

Sec. 4. Onand after June 1, 2002, K.S.A. 79-3312 is hereby amended to read as follows:
79-3312. The director shall redeem any unused stamps or meter imprints that any wholesale
dealer presents for redemption within six months after the purchase thereof, at the face
value less 265% 0.71% thereof if such stamps or meter imprints have been purchased from
the director. The director shall prepare a voucher showing the net amount of such refund
due, and the director of accounts and reports shall draw a warrant on the state treasurer for
the same. Wholesale dealers shall be entitled to a refund of the tax paid on cigarettes which
have become unfit for sale upon proof thereof less 2:65% 0.71% of such tax.

Sec. 5. Onand after June 1, 2002, K.S.A. 79-3371 is hereby amended to read as follows:
79-3371. A tax is hereby imposed upon the privilege of selling or dealing in tobacco products
in this state by any person engaged in business as a distributor thereof, at the rate of ten
percent(10%) 35% of the wholesale sales price of such tobacco products. Such tax shall be
imposed at the time the distributor (a) brings or causes to be brought into this state from
without the state tobacco products for sale; (b) makes, manufactures, or fabricates tobacco
products in this state for sale in this state; or (c) ships or transports tobacco products to
retailers in this state to be sold by those retailers.

New Sec. 6. On or before June 30, 2002, each distributor having a place of business in
this state shall file a report with the director in such form as the director may prescribe,
showing the tobacco products on hand at 12:01 a.m. on June 1, 2002. A tax at a rate equal
to 25% of the wholesale sales price of such tobacco products is hereby imposed upon such
tobacco products and shall be due and payable on or before June 30, 2002. The tax upon
such tobacco products shall be imposed only once under this act. The director shall remit
all moneys collected pursuant to this section to the state treasurer who shall credit the entire
amount thereof to the state general fund.

Sec. 7. Onand after June 1, 2002, K.S.A. 79-3378 is hereby amended to read as follows:
79-3378. On or before the twentieth 20th day of each calendar month every distributor with
a place of business in this state shall file a return with the director showing the quantity and
wholesale sales price of each tobacco product {1 brought, or caused to be brought, into
this state for sale; and {2) made, manufactured, or fabricated in this state for sale in this
state during the preceding calendar month. Every licensed distributor outside this state shall
in like manner file a return showing the quantity and wholesale sales price of each tobacco
product shipped or transported to retailers in this state to be sold by those retailers, during
the preceding calendar month. Returns shall be made upon forms furnished and prescribed
by the director. Each return shall be accompanied by a remittance for the full tax liability
shown therein, less four-percent4%) 1.14% of such liability as compensation to reimburse
the distributor for his or her expenses incurred in the administration of this act. As soon as
practicable after any return is filed, the director shall examine the return. If the director
finds thatrimhisor-herjudgment; the return is incorrect and any amount of tax is due from
the distributor and unpaid, ke-orshe the director shall notify the distributor of the deficiency.
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If a deficiency disclosed by the director’s examination cannot be allocated by him to a
particular month or months, ke-orshe the director may nevertheless notify the distributor
that a deficiency exists and state the amount of tax due. Such notice shall be given to the
distributor by registered or certified mail.

Sec. 8. On and after June 1, 2002, K.S.A. 79-3310, 79-3312, 79-3371 and 79-3378 and
K.S.A. 2001 Supp. 79-3311 are hereby repealed.

Sec. 9. This act shall take effect and be in force from and after its publication in the
Kansas register.”;

In the title, in line 12, by striking all after “ACT”; by striking all in lines 13 and 14 and
inserting “relating to cigarette and tobacco products taxation; increasing the rate thereof;
amending K.S.A. 79-3310, 79-3312, 79-3371 and 79-3378 and K.S.A. 2001 Supp. 79-3311
and repealing the existing sections.”;

On roll call, the vote was: Yeas 44; Nays 78; Present but not voting: 0; Absent or not
voting: 3.

Yeas: Aday, Ballard, Beggs, Benlon, Bethell, Boston, Campbell, Compton, Cox, DiVita,
Dreher, Edmonds, Feuerborn, Glasscock, Hermes, Horst, Huff, Humerickhouse, Hutchins,
Johnson, Kirk, Krehbiel, Lane, Loyd, Merrick, Jim Morrison, Newton, O’Neal, Owens,
Patterson, E. Peterson, J. Peterson, Ray, Sharp, Showalter, Shultz, Sloan, Stone, Storm,
Tanner, Tomlinson, Wilk, J. Williams, Wilson.

Nays: Aurand, Ballou, Barnes, Burroughs, Cook, Crow, Dahl, DeCastro, Dillmore, Faber,
Findley, Flaharty, Flora, Freeborn, Garner, Gatewood, Gilbert, Goering, Gordon, Grant,
Henderson, Henry, Holmes, Howell, Huebert, Huy, Kauffman, Klein, Kuether, Landwehr,
Larkin, Levinson, Light, Lightner, Lloyd, Loganbill, M. Long, P. Long, Mason, Mayans,
Mays, McClure, McCreary, McKinney, McLeland, Miller, Minor, Judy Morrison, Myers,
Neufeld, Nichols, Novascone, Osborne, Ostmeyer, Palmer, Pauls, Phelps, L. Powell, T.
Powell, Powers, Pyle, Reardon, Rehorn, Ruff, Schwartz, Shriver, Spangler, Swenson, Taf-
anelli, Thimesch, R. Toelkes, Toplikar, Vickrey, Weber, Wells, Welshimer, D. Williams,
Winn.

Present but not voting: None.

Absent or not voting: Hayzlett, O'Brien, Pottorff.

The motion of Rep. Edmonds did not prevail.

Also, on motion to recommend HB 2560 favorably for passage, the motion did not prevail.

FINAL ACTION ON BILLS AND CONCURRENT RESOLUTIONS

Sub. HB 2183, An act concerning lotteries; authorizing electronic gaming machines at
certain locations; amending K.S.A. 2001 Supp. 19-101a, 74-8702, 74-8710, 74-8711 and 79-
4805 and repealing the existing sections, was considered on final action.

Call of the House was demanded.

On roll call, the vote was: Yeas 63; Nays 60; Present but not voting: 0; Absent or not
voting: 2.

Yeas: Aday, Aurand, Ballard, Ballou, Beggs, Benlon, Burroughs, Compton, Cox, Crow,
Dreher, Feuerborn, Findley, Flaharty, Flora, Garner, Gatewood, Gilbert, Glasscock, Goe-
ring, Gordon, Grant, Henderson, Henry, Horst, Huff, Humerickhouse, Johnson, Kirk,
Kuether, Lane, Larkin, Levinson, Loganbill, M. Long, Loyd, Minor, Newton, Nichols,
Owens, Patterson, E. Peterson, |. Peterson, Phelps, Ray, Reardon, Rehorn, Ruff, Schwartz,
Sharp, Showalter, Shriver, Spangler, Stone, Storm, Tanner, R. Toelkes, Tomlinson, Toplikar,
Weber, Wilk, Wilson, Winn.

Nays: Barnes, Bethell, Boston, Campbell, Cook, Dahl, DeCastro, Dillmore, DiVita, Ed-
monds, Faber, Freeborn, Hayzlett, Hermes, Holmes, Howell, Huebert, Hutchins, Huy,
Kauffman, Klein, Krehbiel, Landwehr, Light, Lightner, Lloyd, P. Long, Mason, Mayans,
Mays, McClure, McCreary, McKinney, McLeland, Merrick, Miller, Jim Morrison, Judy
Morrison, Myers, Neufeld, Novascone, O’Neal, Osborne, Ostmeyer, Palmer, Pauls, L. Pow-
ell, T. Powell, Powers, Pyle, Shultz, Sloan, Swenson, Tafanelli, Thimesch, Vickrey, Wells,
Welshimer, D. Williams, J. Williams.

Present but not voting: None.

Absent or not voting: O’Brien, Pottorff.

The substitute bill passed, as amended.
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EXPLANATIONS OF VOTE

MR. SPEAKER: There is a saying, “If you talk the talk you have to walk the walk.”
Yesterday and over the years I have been here I have heard several people in this body say
they want less government interference and more local control. Sub. HB 2183 is a prime
example of local control.

All this bill does is allow the people to have a choice in what they want. This is true
democracy, allowing the people to vote.

Let the people vote. I vote yes for democracy. I vote Yes for Sub. HB 2183.—BoB
GRANT, DEENA HORST

MR. SPEAKER: This has been a very difficult vote. T have been on both sides of this
gambling issue. However, when asked to choose between supporting Native Americans in
their efforts to become more self-sufficient, and, giving a nearly exclusive opportunity to
two non-Kansas businessmen who will take most of the gambling revenue out of our state,
I believe my constituents would prefer Native Americans be given this opportunity. The
Sac and Fox Tribes have recently entered into gambling negotiations with the State of
Kansas. Unfortunately, the passage of this bill will eliminate any opportunity for these or
other tribes to proceed. I vote no on Sub. HB 2183.—KAREN DIVITA-JOHNSON

MOTIONS TO CONCUR AND NONCONCUR

On motion of Rep. Holmes, the House concurred in Senate amendments to HB 3031,
An act concerning natural gas; amending K.S.A. 55-102 and repealing the existing section.

(The House requested the Senate to return the bill, which was in conference).

On roll call, the vote was: Yeas 123; Nays 0; Present but not voting: 0; Absent or not
voting: 2.

Yeas: Aday, Aurand, Ballard, Ballou, Barnes, Beggs, Benlon, Bethell, Boston, Burroughs,
Campbell, Compton, Cook, Cox, Crow, Dahl, DeCastro, Dillmore, DiVita, Dreher, Ed-
monds, Faber, Feuerborn, Findley, Flaharty, Flora, Freeborn, Garner, Gatewood, Gilbert,
Glasscock, Goering, Gordon, Grant, Hayzlett, Henderson, Henry, Hermes, Holmes, Horst,
Howell, Huebert, Huff, Humerickhouse, Hutchins, Huy, Johnson, Kauffman, Kirk, Klein,
Krehbiel, Kuether, Landwehr, Lane, Larkin, Levinson, Light, Lightner, Lloyd, Loganbill,
M. Long, P. Long, Loyd, Mason, Mayans, Mays, McClure, McCreary, McKinney, Mc-
Leland, Merrick, Miller, Minor, Jim Morrison, Judy Morrison, Myers, Neufeld, Newton,
Nichols, Novascone, O’Neal, Osborne, Ostmeyer, Owens, Palmer, Patterson, Pauls, E. Pe-
terson, J. Peterson, Phelps, L. Powell, T. Powell, Powers, Pyle, Ray, Reardon, Rehorn, Ruff,
Schwartz, Sharp, Showalter, Shriver, Shultz, Sloan, Spangler, Stone, Storm, Swenson, Taf-
anelli, Tanner, Thimesch, R. Toelkes, Tomlinson, Toplikar, Vickrey, Weber, Wells, Wel-
shimer, Wilk, D. Williams, J. Williams, Wilson, Winn.

Nays: None.

Present but not voting: None.

Absent or not voting: O’Brien, Pottorff.

CONFERENCE COMMITTEE REPORT

MR. PRESIDENT and MR. SPEAKER: Your committee on conference on House amend-
ments to SB 400, submits the following report:

The Senate accedes to all House amendments to the bill, and your committee on con-
ference further agrees to amend the bill, as printed with House Committee amendments,
as follows:

On page 1, after line 16, by inserting the following:

“Section 1. K.S.A. 38-1507 is hereby amended to read as follows: 38-1507. (a) Except
as otherwise provided, in order to protect the privacy of children who are the subject of a
child in need of care record or report, all records and reports concerning children in need
of care, including the juvenile intake and assessment report, received by the department of
social and rehabilitation services, a law enforcement agency or any juvenile intake and as-
sessment worker shall be kept confidential except: (1) To those persons or entities with a
need for information that is directly related to achieving the purposes of this code, or (2)
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upon an order of a court of competent jurisdiction pursuant to a determination by the court
that disclosure of the reports and records is in the best interests of the child or are necessary
for the proceedings before the court, or both, and are otherwise admissible in evidence.
Such access shall be limited to in camera inspection unless the court otherwise issues an
order specifying the terms of disclosure.

(b) The provisions of subsection (a) shall not prevent disclosure of information to an
educational institution or to individual educators about a pupil specified in subsection (a)
of K.S.A. 2600 2001 Supp. 72-89b03 and amendments thereto.

(c) When a report is received by the department of social and rehabilitation services, a
law enforcement agency or any juvenile intake and assessment worker which indicates a
child may be in need of care, the following persons and entities shall have a free exchange
of information between and among them:

(1) The department of social and rehabilitation services;

(2) the commissioner of juvenile justice;

(3) the law enforcement agency receiving such report;

(4)  members of a court appointed multidisciplinary team;

(5) an entity mandated by federal law or an agency of any state authorized to receive
and investigate reports of a child known or suspected to be in need of care;

(6) a military enclave or Indian tribal organization authorized to receive and investigate
reports of a child known or suspected to be in need of care;
(7) a county or district attorney;

(8) a court services officer who has taken a child into custody pursuant to K.S.A. 38-
1527, and amendments thereto;

(9) a guardian ad litem appointed for a child alleged to be in need of care;

(10) an intake and assessment worker;

(11) any community corrections program which has the child under court ordered
supervision;

(12) the department of health and environment or persons authorized by the depart-
ment of health and environment pursuant to K.S.A. 59512 65-512, and amendments
thereto, for the purpose of carrying out responsibilities relating to licensure or registration
of child care providers as required by chapter 65 of article 5 of the Kansas Statutes Anno-
tated, and amendments thereto; and

(13) members of a duly appointed community services team.

(d) The following persons or entities shall have access to information, records or reports
received by the department of social and rehabilitation services, a law enforcement agency
or any juvenile intake and assessment worker. Access shall be limited to information rea-
sonably necessary to carry out their lawful responsibilities to maintain their personal safety
and the personal safety of individuals in their care or to diagnose, treat, care for or protect
a child alleged to be in need of care.

(1) A child named in the report or records.

(2) A parent or other person responsible for the welfare of a child, or such person’s
legal representative.

(3) A court-appointed special advocate for a child, a citizen review board or other ad-
vocate which reports to the court.

(4) A person licensed to practice the healing arts or mental health profession in order
to diagnose, care for, treat or supervise: (A) A child whom such service provider reasonably
suspects may be in need of care; (B) a member of the child’s family; or (C) a person who
allegedly abused or neglected the child.

(5) A person or entity licensed or registered by the secretary of health and environment
or approved by the secretary of social and rehabilitation services to care for, treat or super-
vise a child in need of care. In order to assist a child placed for care by the secretary of
social and rehabilitation services in a foster home or child care facility, the secretary shall
provide relevant information to the foster parents or child care facility prior to placement
and as such information becomes available to the secretary.

(6) A coroner or medical examiner when such person is determining the cause of death

of a child.



MAy 4, 2002 2381

(7) The state child death review board established under K.S.A. 22a-243, and amend-
ments thereto.

(8) A prospective adoptive parent prior to placing a child in their care.

(9) The department of health and environment or person authorized by the department
of health and environment pursuant to K.S.A. 59-512 65-512, and amendments thereto, for
the purpose of carrying out responsibilities relating to licensure or registration of child care
providers as required by chapter 65 of article 5 of the Kansas Statutes Annotated, and
amendments thereto.

(10) The state protection and advocacy agency as provided by subsection (a)(10) of
K.S.A. 65-5603 or subsection (a)(2)(A) and (B) of K.S.A. 74-5515, and amendments thereto.

(11)  Any educational institution to the extent necessary to enable the educational insti-
tution to provide the safest possible environment for its pupils and employees.

(12)  Any educator to the extent necessary to enable the educator to protect the personal
safety of the educator and the educator’s pupils.

(13) The secretary of social and rehabilitation services.
) A law enforcement agency.

) A juvenile intake and assessment worker.

) The commissioner of juvenile justice.

(e) Information from a record or report of a child in need of care shall be available to
members of the standing house or senate committee on judiciary, house committee on
appropriations, senate committee on ways and means, legislative post audit committee and
joint committee on children and families, carrying out such member’s or committee’s official
functions in accordance with K.S.A. 75-4319 and amendments thereto, in a closed or ex-
ecutive meeting. Except in limited conditions established by % of the members of such
committee, records and reports received by the committee shall not be further disclosed.
Unauthorized disclosure may subject such member to discipline or censure from the house
of representatives or senate.

(f)  Nothing in this section shall be interpreted to prohibit the secretary of social and
rehabilitation services from summarizing the outcome of department actions regarding a
child alleged to be a child in need of care to a person having made such report.

(g) Disclosure of information from reports or records of a child in need of care to the
public shall be limited to confirmation of factual details with respect to how the case was
handled that do not violate the privacy of the child, if living, or the child’s siblings, parents
or guardians. Further, confidential information may be released to the public only with the
express written permission of the individuals involved or their representatives or upon order
of the court having jurisdiction upon a finding by the court that public disclosure of infor-
mation in the records or reports is necessary for the resolution of an issue before the court.

(h) Nothing in this section shall be interpreted to prohibit a court of competent juris-
diction from making an order disclosing the findings or information pursuant to a report of
alleged or suspected child abuse or neglect which has resulted in a child fatality or near
fatality if the court determines such disclosure is necessary to a legitimate state purpose. In
making such order, the court shall give due consideration to the privacy of the child, if,
living, or the child’s siblings, parents or guardians.

(i) Information authorized to be disclosed in subsections (d) through (g) shall not contain
information which identifies a reporter of a child in need of care.

(j)  Records or reports authorized to be disclosed in this section shall not be further
disclosed, except that the provisions of this subsection shall not prevent disclosure of infor-
mation to an educational institution or to individual educators about a pupil specified in
subsection (a) of K.S.A. 2600 2001 Supp. 72-89b03 and amendments thereto.

(k)  Anyone who participates in providing or receiving information without malice under
the provisions of this section shall have immunity from any civil liability that might otherwise
be incurred or imposed. Any such participant shall have the same immunity with respect to
participation in any judicial proceedings resulting from providing or receiving information.

(1) No individual, association, partnership, corporation or other entity shall willfully or
knowingly disclose, permit or encourage disclosure of the contents of records or reports
concerning a child in need of care received by the department of social and rehabilitation

(14
(15
(16
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services, a law enforcement agency or a juvenile intake and assessment worker except as
provided by this code. Violation of this subsection is a class B misdemeanor.
Sec. 2. K.S.A. 59-605 is hereby amended to read as follows: 59-605. H-it-shattappear

> >

estator-hadread-orkmew-the-conte s with; adHindepende vice-withre

erence-thereto: Any provision in a will or trust, written or prepared for another person,
that gives the writer or preparer or the writer’s or preparer’s parent, children, issue, sibling
or spouse any devise or bequest is invalid unless: (a) The writer or preparer is related to the
testator or grantor by blood or marriage and such provision that gives such devise or bequest
does not give the writer or preparer or the writer’s or preparer’s parent, child, issue, sibling
or spouse more than the writer or preparer or the writer’s or preparer’s parent, child, issue,
sibling or spouse would receive under the laws of intestate succession; or (b) it affirmatively
appears that the testator or grantor had read or knew the content of the will or trust and
had independent legal advice with reference thereto. As used in this section, “children” and
“issue” shall have the same meaning as provided in KS.A. 59-501, and amendments
thereto.”;

And by renumbering sections accordingly;

On page 2, in line 38, after “K.S.A.” by inserting “38-1507, 59-511, 59-512, 59-605,”;

On page 1, in the title, in line 13, before “amending” by inserting “invalidity of certain
provisions in wills or trusts, exceptions; certain rights of aliens;”; also in line 13, after “K.S.A.”
by inserting “38-1507, 59-605,”; in line 14, after “sections” by inserting *; also repealing
K.S.A. 59-511 and 59-5127;

And your committee on conference recommends the adoption of this report.

MicHAEL R. O'NEAL
WAaRD LoOYD
JANICE L. PAULS
Conferees on part of House

JOHN VRATIL
DEREK SCHMIDT
GRETA GOODWIN
Conferees on part of Senate

On motion of Rep. O’'Neal, the conference committee report on SB 400 was adopted.

On roll call, the vote was: Yeas 122; Nays 1; Present but not voting: 0; Absent or not
voting: 2.

Yeas: Aday, Aurand, Ballard, Ballou, Barnes, Beggs, Benlon, Bethell, Boston, Burroughs,
Campbell, Compton, Cook, Cox, Crow, Dahl, DeCastro, Dillmore, Dreher, Edmonds, Fa-
ber, Feuerborn, Findley, Flaharty, Flora, Freeborn, Garner, Gatewood, Gilbert, Glasscock,
Goering, Gordon, Grant, Hayzlett, Henderson, Henry, Hermes, Holmes, Horst, Howell,
Huebert, Huff, Humerickhouse, Hutchins, Huy, Johnson, Kauffman, Kirk, Klein, Krehbiel,
Kuether, Landwehr, Lane, Larkin, Levinson, Light, Lightner, Lloyd, Loganbill, M. Long,
P. Long, Loyd, Mason, Mayans, Mays, McClure, McCreary, McKinney, McLeland, Merrick,
Miller, Minor, Jim Morrison, Judy Morrison, Myers, Neufeld, Newton, Nichols, Novascone,
O’'Neal, Osborne, Ostmeyer, Owens, Palmer, Patterson, Pauls, E. Peterson, J. Peterson,
Phelps, L. Powell, T. Powell, Powers, Pyle, Ray, Reardon, Rehorn, Ruff, Schwartz, Sharp,
Showalter, Shriver, Shultz, Sloan, Spangler, Stone, Storm, Swenson, Tafanelli, Tanner, Thi-
mesch, R. Toelkes, Tomlinson, Toplikar, Vickrey, Weber, Wells, Welshimer, Wilk, D. Wil-
liams, J. Williams, Wilson, Winn.

Nays: DiVita.

Present but not voting: None.

Absent or not voting: O’Brien, Pottorff.
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CONFERENCE COMMITTEE REPORT

MR. PRESIDENT and MR. SPEAKER: Your committee on conference on House amend-
ments to SB 430, submits the following report:

The Senate accedes to all House amendments to the bill, and your committee on con-
ference further agrees to amend the bill, as printed with House Committee of the Whole
amendments, as follows:

On page 1, after line 14, by inserting:

“Section 1. K.S.A. 2001 Supp. 19-3552 is hereby amended to read as follows: 19-3552.
For the purpose of providing a water supply or other services to the participating public
agencies the governing body of the district shall have the following powers, authorities and
privileges:

(1) To accept by gift or grant from any person, firm, corporation, trust or foundation,
or from this state or any other state or any political subdivision or municipality thereof, or
from the United States, any funds or property or any interest therein for the uses and
purposes of the district and to hold title thereto in trust or otherwise and to bind the district
to apply the same according to the terms of such gift or grant;

(2) to sue and be sued;

(3) to enter into franchises, contracts and agreements with this or any other state or the
United States or any municipality, political subdivision or district thereof, or any of their
agencies or instrumentalities, or any public or private person, partnership, association, or
corporation of this state or of any other state or the United States, and this state and any
such municipality, political subdivision, district, or any of their agencies or instrumentalities,
and any such public or private person, partnership, association, or corporation is hereby
authorized to enter into contracts and agreements with such district for any term not ex-
ceeding 40 years for the planning, development, construction, acquisition, or operation of
any facility or for any service rendered to, for, or by the district;

(4) to borrow money and evidence the same by warrants, notes, or bonds as hereinafter
provided in this act, and to refund the same by the issuance of refunding obligations;

(5) to acquire land and interests in land by gift, purchase, exchange or eminent domain,
such power of eminent domain to be exercised within or without the boundaries of the
district in accordance with provisions of K.S.A. 26-501, and amendments thereto;

(6) to acquire by purchase or lease, construct, install, and operate reservoirs, pipelines,
wells, check dams, pumping stations, water purification plants, and other facilities for the
production, wholesale distribution; and utilization of water and to own and hold such real
and personal property as may be necessary to carry out the purposes of its organization;

(7)  to provide, by contract, to participating public agencies for the construction, instal-
lation and operation of pipelines, wells, pumping stations and other facilities and services
relating to the distribution of water within the boundaries of the participating public agencies
or retail distribution and utilization of water and to own and hold such real and personal
property as may be necessary in relation thereto, except that, if the contract amount for
such services is $10,000 or more, the district shall be authorized to provide such services
only if the award of the contract is based on competitive bids;

(8) to provide, by contract, to participating public agencies for the operation and main-
tenance of state-permitted wastewater treatment works, systems and other facilities and
services relating to the treatment of wastewater within the boundaries of the participating
public agencies;

8} (9) to have the general management, control, and supervision of all the business,
affairs, property, and facilities of the district, and of the construction, installation, operation,
and maintenance of district improvements, and to establish regulations relating thereto;

9 (10)  to hire and retain agents, employees, engineers and attorneys and to determine
their compensation. The governing body shall select and appoint a general manager of the
district who shall serve at the pleasure of the governing body. The general manager shall
have training and experience in the supervision and administration of water systems and
shall manage and control the water system under the general supervision of the governing
body. All employees, servants and agents of the district shall be under the immediate control
and management of the general manager. The general manager shall perform all such other
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duties as may be prescribed by the governing body and shall give the governing body a good
and sufficient surety company bond in a sum to be set and approved by the governing body
conditioned upon the satisfactory performance of the general manager’s duties. The gov-
erning body also may require that any other employees be bonded in such amount as it shall
determine. The cost of such bonds shall be paid out of the funds of the district;

16} (11) to adopt and amend rules and regulations not in conflict with the constitution
and laws of this state, necessary for the carrying on of the business, objects and affairs of
the governing body and of the district; and

1) (12) to have and exercise all rights and powers necessary or incidental to or implied
from the specific powers granted herein. Such specific powers shall not be considered as a
limitation upon any power necessary or appropriate to carry out the purposes of this act.

Sec. 2. K.S.A.82a-619 is hereby amended to read as follows: 82a-619. ta} Every district
incorporated under this act shall have perpetual succession, subject to dissolution or con-
solidation pursuant to law and shall have the power to:

H-Fo (a) Exercise eminent domain within the boundaries of such district; {2)to

(b) sue and be sued;

{3)to (¢) contract;

f4to (d) hold real and personal property acquired by will, gift, purchase, or otherwise,
as authorized by law;

amH5)rto (¢)  construct, install, maintain and operate such ponds, reservoirs, pipelines,
wells, check dams, pumping installations or other facilities for the storage, transportation or
utilization of water and such appurtenant structures and equipment necessary to carry out
the purposes of its organization:

(f) contract with cities or counties, or both, to operate and maintain state-permitted
wastewater treatment works, systems and other facilities relating to the treatment of waste-
water within the boundaries of the district;

(g) cooperate with and enter into agreements with the secretary of the United States
department of agriculture or the secretary’s duly authorized representative necessary to
carry out the purposes of its organization; and {2} to accept financial or other aid which the
secretary of the United States department of agriculture is empowered to give pursuant to
16 U.S.C.A,, secs. 590r, 590s, 590x-1, 590x-a and 590x-3, or and amendments thereto:

(h) acquire loans for the financing of up to 95% of the cost of the construction or
purchase of any project or projects necessary to carry out the purposes for which such district
was organized and to execute notes and mortgages in evidence thereof with interest, or
combined interest and mortgage insurance charges, which shall not exceed 13%, except that
for purposes of interim financing, interest or combined interest and mortgage insurance
charges shall not exceed 14%. Any district shall have the same power to acquire loans for
the refinancing of up to 95% of the original cost of any such project or projects. The balance
of the cost of construction shall be acquired by subscription, donation, gift or otherwise than
through the medium of loans, except that in the case of cooperative corporations and cor-
porations not for profit being converted to water districts as provided for in K.S.A. 82a-631
to 82a-635, inclusive, and amendments thereto, the district may assume 100% of the in-
debtedness of the corporation, providing the corporation originally raised at least 10% of
the construction cost by means otherwise than through the medium of loans. td Any such
loan may be secured by any or all of the physical assets owned by the district, including
easements and rights-of-way, except that no district organized under this act shall have any
power or authority to levy any taxes whatsoever.

New Sec. 3. A rural water district organized under K.S.A. 82a-612 et seq., and amend-
ments thereto, may provide for any election of the district to be conducted by mail ballot
in accordance with the bylaws of the district.

Sec. 4. K.S.A. 82a-626 is hereby amended to read as follows: 82a-626. (a) The term of
office of every member elected to an original board shall be until the date of the annual
meeting of the participating members of either the first, second or third year following the
year of the incorporation of the district and until their successors are elected and have
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qualified, and as nearly as possible the terms of an equal number of directors on any such
board shall expire on each of said such dates.

(b)  Except as provided by the bylaws of the district pursuant to section 3, and amend-
ments thereto, at the annual meeting of each year after the year of the election of the original
board members, elections shall be held to elect directors to fill any position on the board,
the term of office of which has expired, and any director so elected shall hold office for a
term of three years and until such director’s successor is elected and has qualified. For the
purpose of election of board members and for such other purposes as the bylaws may
prescribe, annual meetings of participating members shall be held by each district between
January 1 and April 1 of each year following the year of incorporation of such district. The
board of directors shall cause notice of the time and place of each annual meeting and the
purpose thereof to be mailed to each of its participating members or shall cause such notice
to be published in a newspaper of general circulation within the district. Every such notice
shall be mailed or published not less than 10 nor more than 30 days prior to any such
meeting. Each participating member shall be entitled to a single vote, regardless of the
number of benefit units to which such member has subscribed.”;

By renumbering section 1 accordingly;

On page 2, in line 29, by striking “Such rules and regulations” and inserting “Within 90
days after receipt of a final draft of proposed rules and regulations recommended by a
groundwater management district, the chief engineer shall: (1) Approve or reject the pro-
posed rules and regulations for adoption; and (2) either initiate procedures pursuant to the
rules and regulations filing act to adopt the approved proposed rules and regulations or
return the rejected proposed rules and regulations, together with written reasons for the
rejection, to the groundwater management district. Proposed rules and regulations recom-
mended to the chief engineer”; in line 39, by striking “Such rules and regulations” and
inserting “Within 90 days after receipt of a final draft of proposed rules and regulations
recommended by a groundwater management district, the department, commission or other
agency shall: (1) Approve or reject the proposed rules and regulations for adoption; and (2)
either initiate procedures pursuant to the rules and regulations filing act to adopt the ap-
proved proposed rules and regulations or return the rejected proposed rules and regulations,
together with written reasons for the rejection, to the groundwater management district.
Proposed rules and regulations recommended to the department, commission or other
agency’;

On page 3, after line 19, by inserting;

“Sec. 6. K.S.A. 2001 Supp. 82a-1030 is hereby amended to read as follows: 82a-1030.
(a) In order to finance the operations of the district, the board may assess an annual water
user charge against every person who withdraws groundwater from within the boundaries
of the district. The board shall base such charge upon the amount of groundwater allocated
for such person’s use pursuant to such person’s water right. Such charge shall not exceed
$:60 $1 for each acre-foot (325,851 gallons) of groundwater withdrawn within the district

or allocated by the water right, except that &emmﬂ-nserdmge—for—ﬁm—frml—y&m*of—ﬁm

ﬁoi—exeeediﬂgﬁ-% a groundwater m(magement district may assess a greater annual water
user charge not exceeding $1.50 for each acre-foot of groundwater withdrawn within the
district if more than 50% of the authorized place of use for such groundwater is outside the
district. Whenever a person shows by the submission to the board of a verified claim and
any supportive data which may be required by the board that such person’s actual annual
groundwater withdrawal is in a lesser amount than that allocated by the water right of such
person, the board shall assess such annual charge against such person on the amount of
water shown to be withdrawn by the verified claim. Any such claim shall be submitted by
April 1 of the year in which such annual charge is to be assessed. The board may also make
an annual assessment against each landowner of not to exceed $.05 for each acre of land
owned within the boundaries of the district. Special assessments may also be levied, as
provided hereafter, against land specially benefited by a capital improvement without regard
to the limits prescribed above.

(b) Before any assessment is made, or user charge imposed, the board shall submit the
proposed budget for the ensuing year to the eligible voters of the district at a hearing called
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for that purpose by one publication in a newspaper or newspapers of general circulation
within the district at least 28 days prior to the meeting. Following the hearing, the board
shall, by resolution, adopt either the proposed budget or a modified budget and determine
the amount of land assessment or user charge, or both, needed to support such budget.

(c) Both the user charges assessed for groundwater withdrawn and the assessments
against lands within the district shall be certified to the proper county clerks and collected
the same as other taxes in accordance with K.S.A. 79-1801, and acts amendatory thereof or
supplemental thereto, and the amount thereof shall attach to the real property involved as
a lien in accordance with K.S.A. 79-1804, and acts amendatory thereof or supplemental
thereto. All moneys so collected shall be remitted by the county treasurer to the treasurer
of the groundwater management district who shall deposit them to the credit of the general
fund of the district. The accounts of each groundwater management district shall be audited
annually by a public accountant or certified public accountant.

(d) Subsequent to the certification of approval of the organization of a district by the
secretary of state and the election of a board of directors for such district, such board shall
be authorized to issue no-fund warrants in amounts sufficient to meet the operating expenses
of the district until money therefor becomes available pursuant to user charges or assess-
ments under subsection (a). In no case shall the amount of any such issuance be in excess
of 20% of the total amount of money receivable from assessments which could be levied in
any one year as provided in subsection (a). No such warrants shall be issued until a resolution
authorizing the same shall have been adopted by the board and published once in a news-
paper having a general circulation in each county within the boundaries of the district.
Whereupon such warrants may be issued unless a petition in opposition to the same, signed
by not less than 10% of the eligible voters of such district and in no case by less than 20 of
the eligible voters of such district, is filed with the county clerk of each of the counties in
such district within 10 days following such publication. In the event such a petition is filed,
it shall be the duty of the board of such district to submit the question to the eligible voters
at an election called for such purpose. Such election shall be noticed and conducted as
provided by K.S.A. 82a-1031, and amendments thereto.

Whenever no-fund warrants are issued under the authority of this subsection, the board
of directors of such district shall make an assessment each year for three years in approxi-
mately equal installments for the purpose of paying such warrants and the interest thereon.
All such assessments shall be in addition to all other assessments authorized or limited by
law. Such warrants shall be issued, registered, redeemed and bear interest in the manner
and in the form prescribed by K.S.A. 79-2940, and amendments thereto, except they shall
not bear the notation required by said statute and may be issued without the approval of
the state board of tax appeals. Any surplus existing after the redemption of such warrants
shall be handled in the manner prescribed by K.S.A. 79-2940, and amendments thereto.”;

By renumbering the remaining sections according]y;

On page 4, in line 15, before “82a-1028, by inserting “82a-619, 82a-626 and”; also in
line 15, before “82a-1903”, by inserting “19-3552, 82a-1030 and”;

In the title, in line 10, after “concerning”, by inserting “water; relating to powers of certain
rural water districts and public wholesale water supply districts; authorizing certain rural
water district elections to be held by mail ballot; relating to certain powers of”’; in line 11,
before “82a-1028, by inserting “82a-619, 82a-626 and”; also in line 11, before “82a-1903”,
by inserting “19-3552, 82a-1030 and”;

And your committee on conference recommends the adoption of this report.

JOANN LEE FREEBORN
DoN MYERS
LAURA MCCLURE
Conferees on part of House

ROBERT TYSON

MARK TADDIKEN

CHRISTINE DOWNEY
Conferees on part of Senate
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On motion of Rep. Freeborn, the conference committee report on H. Sub. for SB 430
was adopted.

On roll call, the vote was: Yeas 83; Nays 37; Present but not voting: 0; Absent or not
voting: 5.

Yeas: Aday, Aurand, Ballard, Barnes, Beggs, Benlon, Bethell, Burroughs, Campbell,
Compton, Cox, Crow, DeCastro, Dillmore, Dreher, Feuerborn, Findley, Flaharty, Flora,
Freeborn, Garner, Gatewood, Glasscock, Goering, Gordon, Grant, Horst, Huebert, Huff,
Huy, Kirk, Klein, Krehbiel, Kuether, Lane, Larkin, Levinson, Lloyd, Loganbill, M. Long,
P. Long, Loyd, Mayans, Mays, McClure, McCreary, McKinney, McLeland, Merrick, Miller,
Judy Morrison, Myers, Newton, Nichols, Owens, Patterson, E. Peterson, Phelps, Pyle, Ray,
Reardon, Rehorn, Ruff, Sharp, Showalter, Shriver, Shultz, Sloan, Stone, Storm, Swenson,
Tafanelli, Tanner, Thimesch, R. Toelkes, Tomlinson, Weber, Wells, Welshimer, Wilk, J.
Williams, Wilson, Winn.

Nays: Ballou, Boston, Cook, Dahl, DiVita, Edmonds, Faber, Hayzlett, Henderson, Henry,
Hermes, Holmes, Howell, Humerickhouse, Hutchins, Johnson, Kauffman, Light, Lightner,
Minor, Jim Morrison, Neufeld, Novascone, O'Neal, Osborne, Ostmeyer, Palmer, Pauls, J.
Peterson, L. Powell, T. Powell, Powers, Schwartz, Spangler, Toplikar, Vickrey, D. Williams.

Present but not voting: None.

Absent or not voting: Gilbert, Landwehr, Mason, O’Brien, Pottorff.

CONFERENCE COMMITTEE REPORT

MR. PRESIDENT and MR. SPEAKER: Your committee on conference on House amend-
ments to SB 444, submits the following report:

The Senate accedes to all House amendments to the bill, and your committee on con-
ference further agrees to amend the bill, as printed with House Committee of the Whole
amendments, as follows:

On page 1, by striking all in lines 15 through 43;

On page 2, by striking all in lines 1 through 7 and inserting the following:

“Section 1. K.S.A.41-719 is hereby amended to read as follows: 41-719. (a) No person
shall drink or consume alcoholic liquor on the public streets, alleys, roads or highways or
inside vehicles while on the public streets, alleys, roads or highways.

(b)  No person shall drink or consume alcoholic liquor on private property except:

(1) On premises where the sale of liquor by the individual drink is authorized by the
club and drinking establishment act;

(2) upon private property by a person occupying such property as an owner or lessee
of an owner and by the guests of such person, if no charge is made for the serving or mixing
of any drink or drinks of alcoholic liquor or for any substance mixed with any alcoholic liquor
and if no sale of alcoholic liquor in violation of K.S.A. 41-803, and amendments thereto,
takes place;

(3) in a lodging room of any hotel, motel or boarding house by the person occupying
such room and by the guests of such person, if no charge is made for the serving or mixing
of any drink or drinks of alcoholic liquor or for any substance mixed with any alcoholic liquor
and if no sale of alcoholic liquor in violation of K.S.A. 41-803, and amendments thereto,
takes place;

(4) in a private dining room of a hotel, motel or restaurant, if the dining room is rented
or made available on a special occasion to an individual or organization for a private party
and if no sale of alcoholic liquor in violation of K.S.A. 41-803, and amendments thereto,
takes place; or

(5) on the premises of a microbrewery or farm winery, if authorized by K.S.A. 41-308a
or 41-308b, and amendments thereto.

(c) No person shall drink or consume alcoholic liquor on public property except:

(1) On real property leased by a city to others under the provisions of K.S.A. 12-1740
through 12-1749, and amendments thereto, if such real property is actually being used for
hotel or motel purposes or purposes incidental thereto.

(2)  In any state-owned or operated building or structure, and on the surrounding prem-
ises, which is furnished to and occupied by any state officer or employee as a residence.
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(3) On premises licensed as a club or drinking establishment and located on property
owned or operated by an airport authority created pursuant to chapter 27 of the Kansas
Statutes Annotated or established by a city having a population of more than 200,000.

(4)  On the state fair grounds on the day of any race held thereon pursuant to the Kansas
parimutuel racing act.

(5)  On the state fairgrounds, if such liquor is domestic beer or wine or wine imported
under subsection (e) of K.S.A. 41-308a, and amendments thereto, and is consumed only for
purposes of judging competitions. The state fair board, in its discretion, may authorize the
consumption of such alcoholic liquor on nonfair days in conjunction with bona fide scheduled
events involving not less than 75 invited guests and subject to any conditions or restrictions
as the board may require.

(6) In the state historical museum provided for by K.S.A. 76-2036, and amendments
thereto, on the surrounding premises and in any other building on such premises, as au-
thorized by rules and regulations of the state historical society.

(7)  On the premises of any state-owned historic site under the jurisdiction and super-
vision of the state historical society, on the surrounding premises and in any other building
on such premises, as authorized by rules and regulations of the state historical society.

(8) In a lake resort within the meaning of K.S.A. 32-867, and amendments thereto, on
state-owned or leased property.

(9) In the Hiram Price Dillon house or on its surrounding premises, subject to limita-
tions established in policies adopted by the legislative coordinating council, as provided by
K.S.A. 75-3682, and amendments thereto.

(10) On the premises of the Kansas national guard regional training center located in
Saline county, and any building on such premises, as authorized by rules and regulations of
the adjutant general and upon approval of the Kansas military board.

(11) On property exempted from this subsection (c) pursuant to subsection (d), (e), (f),
(), (h) or (i).

(d)  Any city may exempt, by ordinance, from the provisions of subsection (c) specified
property the title of which is vested in such city.

(e) The board of county commissioners of any county may exempt, by resolution, from
the provisions of subsection (c) specified property the title of which is vested in such county.

(f) The state board of regents may exempt from the provisions of subsection (c) the
Sternberg museum on the campus of Fort Hays state university, or other specified property
which is under the control of such board and which is not used for classroom instruction,
where alcoholic liquor may be consumed in accordance with policies adopted by such board.

(g) The board of regents of Washburn university may exempt from the provisions of
subsection (c) the Mulvane art center and the Bradbury Thompson alumni center on the
campus of Washburn university, and other specified property the title of which is vested in
such board and which is not used for classroom instruction, where alcoholic liquor may be
consumed in accordance with policies adopted by such board.

(h) Any city may exempt, by ordinance, from the provisions of subsection (c) any na-
tional guard armory in which such city has a leasehold interest, if the Kansas military board
consents to the exemption.

(i) The board of trustees of a community college may exempt from the provisions of
subsection (c) specified property which is under the control of such board and which is not
used for classroom instruction, where alcoholic liquor may be consumed in accordance with
policies adopted by such board.

(j) Violation of any provision of this section is a misdemeanor punishable by a fine of
not less than $50 or more than $200 or by imprisonment for not more than six months, or
both.

Sec. 2. K.S.A. 41-719 is hereby repealed.

Sec. 3. This act shall take effect and be in force from and after its publication in the
statute book.”;

On page 1, in the title, by striking all after “AN ACT” and inserting “concerning alcoholic
liquor; relating to consumption in certain places; amending K.S.A. 41-719 and repealing the
existing section.”;
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And your committee on conference recommends the adoption of this report.

MICHAEL R. O’'NEAL
WARD LoyD
JAaNICE L. PAULS
Conferees on part of House

JOHN VRATIL
DEREK SCHMIDT
GREAT GOODWIN
Conferees on part of Senate

On motion of Rep. O’'Neal, the conference committee report on SB 444 was adopted.

On roll call, the vote was: Yeas 84; Nays 39; Present but not voting: 0; Absent or not
voting: 2.

Yeas: Aday, Aurand, Ballard, Ballou, Barnes, Beggs, Benlon, Bethell, Burroughs, Comp-
ton, Cook, Cox, Crow, DeCastro, DiVita, Dreher, Feuerborn, Findley, Flaharty, Flora,
Gatewood, Gilbert, Glasscock, Goering, Gordon, Grant, Henry, Hermes, Horst, Huff, Hu-
merickhouse, Johnson, Kirk, Klein, Krehbiel, Kuether, Landwehr, Lane, Larkin, Levinson,
Light, Loganbill, M. Long, Loyd, Mayans, McLeland, Merrick, Minor, Myers, Neufeld,
Newton, Nichols, Novascone, O’Neal, Owens, Patterson, Pauls, E. Peterson, J. Peterson,
Phelps, Ray, Reardon, Rehorn, Ruff, Schwartz, Sharp, Showalter, Shriver, Shultz, Sloan,
Stone, Storm, Swenson, Tafanelli, Tanner, Thimesch, R. Toelkes, Tomlinson, Toplikar, We-
ber, Welshimer, Wilk, Wilson, Winn.

Nays: Boston, Campbell, Dahl, Dillmore, Edmonds, Faber, Freeborn, Garner, Hayzlett,
Henderson, Holmes, Howell, Huebert, Hutchins, Huy, Kauffman, Lightner, Lloyd, P. Long,
Mason, Mays, McClure, McCreary, McKinney, Miller, Jim Morrison, Judy Morrison, Os-
borne, Ostmeyer, Palmer, L. Powell, T. Powell, Powers, Pyle, Spangler, Vickrey, Wells, D.
Williams, J. Williams.

Present but not voting: None.

Absent or not voting: O’Brien, Pottorff.

CONFERENCE COMMITTEE REPORT

MR. PRESIDENT and MR. SPEAKER: Your committee on conference on Senate amend-
ments to HB 2831, submits the following report:

The House accedes to all Senate amendments to the bill, and your committee on con-
ference further agrees to amend the bill, as printed with Senate Committee of the Whole
amendments, as follows:

On page 3, by striking all in lines 29 and 30;

And your committee on conference recommends the adoption of this report.

DwWAYNE UMBARGAR

LANA OLEEN

CHRISTINE DOWNEY
Conferees on part of Senate

Lisa BENLON
CARL C. KREHBIEL
ANNIE KUETHER
Conferees on part of House

On motion of Rep. Benlon, the conference committee report on S. Sub. for HB 2831
was adopted.

On roll call, the vote was: Yeas 111; Nays 11; Present but not voting: 0; Absent or not
voting: 3.

Yeas: Aday, Aurand, Ballard, Ballou, Barnes, Beggs, Benlon, Bethell, Boston, Burroughs,
Campbell, Compton, Cox, Crow, Dahl, DeCastro, Dillmore, DiVita, Dreher, Edmonds,
Feuerborn, Findley, Flaharty, Flora, Freeborn, Garner, Gatewood, Gilbert, Glasscock, Goe-
ring, Gordon, Grant, Hayzlett, Henderson, Henry, Hermes, Holmes, Horst, Huff, Humer-
ickhouse, Hutchins, Johnson, Kauffman, Kirk, Klein, Krehbiel, Kuether, Landwehr, Lane,
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Larkin, Levinson, Light, Lightner, Lloyd, Loganbill, M. Long, P. Long, Loyd, Mayans, Mays,
McClure, McKinney, McLeland, Merrick, Minor, Jim Morrison, Judy Morrison, Myers,
Neufeld, Newton, Nichols, Novascone, O’Neal, Osborne, Owens, Palmer, Patterson, Pauls,
E. Peterson, J. Peterson, Phelps, L. Powell, Pyle, Ray, Reardon, Rehorn, Ruff, Schwartz,
Sharp, Showalter, Shriver, Shultz, Sloan, Stone, Storm, Swenson, Tafanelli, Tanner, Thi-
mesch, R. Toelkes, Tomlinson, Toplikar, Vickrey, Weber, Wells, Welshimer, Wilk, D. Wil-
liams, J. Williams, Wilson, Winn.

Nays: Cook, Faber, Howell, Huebert, Huy, McCreary, Miller, Ostmeyer, T. Powell, Pow-
ers, Spangler.

Present but not voting: None.

Absent or not voting: Mason, O’Brien, Pottorff.

REPORTS OF STANDING COMMITTEES

The Committee on Appropriations recommends SB 652 be passed.

The Committee on Appropriations recommends Substitute for SB 422 be amended
by substituting a new bill to be designated as “HOUSE Substitute for Substitute for SEN-
ATE BILL No. 422, as follows:

“HOUSE Substitute for Substitute for SENATE BILL No. 422
By Committee on Appropriations

“AN ACT concerning the department of social and rehabilitation services; relating to pre-
scription drugs under the state medicaid program; providing for a state medicaid pre-
ferred drug formulary and advisory committee therefor; drug utilization review board
duties, procedures and composition; amending K.S.A. 39-7,118, 39-7,119 and 39-7,120
and K.S.A. 2001 Supp. 77-421 and repealing the existing sections.”; and the substitute
bill be passed.

(H. Sub. for Sub. SB 422 was thereupon introduced and read by title.)

The Committee on Appropriations recommends SB 438 be amended on page 15, in
line 22, by striking “and, commencing”; by striking all in lines 23 through 28; in line 29, by
striking all before the second period; in line 42, by striking all after the period; by striking
all in line 43;

On page 16, by striking all in line 1;

On page 32, after line 18, by inserting a new paragraph as follows:

“The chief engineer shall render a decision on such permit applications within 150 days
of receiving a complete application except when the application cannot be processed due
to the standards established in K.A.R. 5-3-4c. Upon failure to render a decision within 150
days of receipt of a complete application, the application fee is subject to refund upon
request.”;

Also on page 32, after line 37, by inserting a new paragraph as follows:

“The chief engineer shall render a decision on such permit applications within 150 days
of receiving a complete application except when the application cannot be processed due
to the standards established in K.A.R. 5-3-4c. Upon failure to render a decision within 150
days of receipt of a complete application, the application fee is subject to refund upon
request.”;

On page 33, after line 42, by inserting a new paragraph as follows:

“The chief engineer shall render a decision on such permit applications within 150 days
of receiving a complete application except when the application cannot be processed due
to the standards established in K.A.R. 5-3-4c. Upon failure to render a decision within 150
days of receipt of a complete application, the application fee is subject to refund upon
request.”;

On page 36, by striking all in lines 2 through 43;

By striking all on pages 37 and 38;

On page 39, by striking all in lines 1 through 18;

And by renumbering sections accordingly;

On page 42, in line 22, by striking the first comma and inserting “and”; also in line 22,
by striking “, 82a-732, 83-201 and 83-2057;
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On page 1, in the title, in line 13, after “65-6a34” by striking the comma and inserting
“and”; in line 14, by striking “, 82a-732, 83-201 and 83-2057; and the bill be passed as
amended.

The Committee on Appropriations recommends SB 499 be amended on page 1, in line
13, before “Section” by inserting “New”; after line 30 by inserting new material to read as
follows:

“Sec. 2. K.S.A. 2001 Supp. 17-2036 is hereby amended to read as follows: 17-2036.
Every business trust shall make an annual report in writing to the secretary of state, showing
its financial condition at the close of business on the last day of its tax period under the
Kansas income tax act next preceding the date of filing, but if a business trust’s tax period
is other than the calendar year, it shall give notice thereof to the secretary of state prior to
December 31 of the year it commences such tax period. The reports shall be made on forms
provided by the secretary of state and shall be filed at the time prescribed by law for filing
the business trust’s annual Kansas income tax return, except that if any such business trust
shall receive an extension of time for filing its annual income tax return from the internal
revenue service or pursuant to subsection (c) of K.S.A. 79-3221, and amendments thereto,
the time for filing the report hereunder shall be extended, correspondingly, upon filing with
the secretary of state a copy of the extension granted by the internal revenue service or the
director of taxation. The report shall contain the following:

(a) Executed copies of all amendments to the instrument by which the business trust
was created, or to prior amendments thereto, which have been adopted and have not there-
tofore been filed under K.S.A. 17-2033, and amendments thereto, and accompanied by the
fee prescribed therein for each such amendment;

(b) averified list of the names and addresses of its trustees as of the end of its tax period;
and

(c) a balance sheet as of the end of its tax period, certified by the trustee, fairly and
truly reflecting its assets and liabilities and specifically setting out its corpus, and, in the
case of a foreign business trust, fairly and truly reflecting an allocation of its moneys and
other assets as between those located, used, or to be used in this state and those located,
used or to be used elsewhere.

At the time of filing its annual report, the business trust shall pay to the secretary of state
an annual franchise tax in an amount equal to $t $2 for each $1,000 of its corpus as shown
by its balance sheet, or, in the case of a foreign business trust, in an amount equal to $% $2
for each $1,000 of that portion of its corpus which is located in or which it uses or intends
to use in this state as shown by its balance sheet, except that in any case no such tax shall
be less than $26 $40 nor more than $2:560 $5,000.

The failure of any domestic or foreign business trust to file its annual report and pay its
annual franchise tax within 90 days from the date on which they are due, as aforesaid, shall
work a forfeiture of its authority to transact business in this state and all of the remedies,
procedures, and penalties specified in K.S.A. 17-7509 and 17-7510, and amendments
thereto, with respect to a corporation which fails to file its annual report or pay its annual
franchise tax within 90 days after they are due, shall be applicable to such business trust.

Sec. 3. K.S.A. 17-4634 is hereby amended to read as follows: 17-4634. (a) Every cor-
poration organized under the electric cooperative act of this state shall make an annual
report in writing to the secretary of state, showing the financial condition of the corporation
at the close of business on the last day of its tax period next preceding the date of filing,
but if any such corporation’s tax period is other than the calendar year, it shall give notice
thereof to the secretary of state prior to December 31 of the year it commences such tax
period. The report shall be filed on or before the fifteenth day of the fourth month following
the close of the tax year of the electric cooperative. An extension for filing the annual report
may be granted upon the filing of a written application with the secretary of state prior to
the due date of the report, except that no such extension may be granted for a period of
more than ninety (90) days. The report shall be made on a form provided by the secretary
of state, containing the following information:

(1) The name of the corporation;

(2) The location of the principal office;



2392 JOURNAL OF THE HOUSE

(3) The name of the president, secretary and treasurer and the names of directors with
the residence address of each;

(4) The number of memberships issued;

(5) A balance sheet showing the financial condition of the corporation at the close of
business on the last day of its tax period next preceding the date of filing; and

(6) The change or changes, if any, in the particulars made since the last annual report.

(b) Such reports shall be signed by the president, vice-president or secretary of the
corporation, sworn to before an officer duly authorized to administer oaths and forwarded
to the secretary of state. At the time of filing such annual report, each such corporation
shall pay an annual franchise tax of twenty-dottars<{$26) $40.

Sec. 4. K.S.A. 2001 Supp. 17-7503 is hereby amended to read as follows: 17-7503. (a)
Every domestic corporation organized for profit shall make an annual report in writing to
the secretary of state, stating the prescribed information concerning the corporation at the
close of business on the last day of its tax period next preceding the date of filing, but if a
corporation’s tax period is other than the calendar year, it shall give notice thereof to the
secretary of state prior to December 31 of the year it commences such tax period. The
reports shall be made on forms prescribed by the secretary of state. The report shall be
filed at the time prescribed by law for filing the corporation’s annual Kansas income tax
return, except that if any such corporation shall apply for an extension of time for filing its
annual income tax return under the internal revenue service or under subsection (c) of
K.S.A. 79-3221, and amendments thereto, such corporation shall also apply, not more than
90 days after the due date of its annual report, to the secretary of state for an extension of
the time for filing the report and an extension shall be granted for a period of time corre-
sponding to that granted under the internal revenue code or K.S.A. 79-3221, and amend-
ments thereto. Such application shall include a copy of the application to income tax au-
thorities. The report shall contain the following information:

(1) The name of the corporation;

(2)  the location of the principal office;

(3) the names of the president, secretary, treasurer and members of the board of di-
rectors, with the residence address of each;

(4) the number of shares of capital stock issued and the amount of capital stock paid
up;

p(S) the nature and kind of business in which the corporation is engaged; and

(6) alist of stockholders owning at least 5% of the capital stock of the corporation, with
the post office address of each.

(b) Every corporation subject to the provisions of this section which holds agricultural
land, as defined in K.S.A. 17-5903, and amendments thereto, within this state shall show
the following additional information on the report:

(1) The acreage and location listed by section, range, township and county of each lot,
tract or parcel of agricultural land in this state owned or leased by or to the corporation;

(2) the purposes for which such agricultural land is owned or leased and, if leased, to
whom such agricultural land is leased;

(3) the value of the nonagricultural assets and the agricultural assets, stated separately,
owned and controlled by the corporation both within and without the state of Kansas and
where situated,;

(4) the total number of stockholders of the corporation;

(5) the number of acres owned or operated by the corporation, the number of acres
leased by the corporation and the number of acres leased to the corporation;

(6) the number of acres of agricultural land, held and reported in each category under
provision (5), state separately, being irrigated; and

(7) whether any of the agricultural land held and reported under this subsection was
acquired after July 1, 1981.

(c) The report shall be signed by its president, secretary, treasurer or other officer duly
authorized so to act, or by any two of its directors, or by an incorporator in the event its
board of directors shall not have been elected. The fact that an individual’s name is signed
on such report shall be prima facie evidence that such individual is authorized to sign the
report on behalf of the corporation; however, the official title or position of the individual
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signing the report shall be designated. This report will be dated and subscribed by the person
as true, under penalty of perjury. At the time of filing such annual report it shall be the duty
of each domestic corporation organized for profit to pay to the secretary of state an annual
franchise tax in an amount equal to $% $2 for each $1,000 of the corporation’s shareholder’s
equity attributable to Kansas, except that no such tax shall be less than $26 $40 or more
than $2:566 $5,000. The amount of any such franchise tax paid by the corporation to the
secretary as provided by this subsection shall not be disclosed by the secretary.

Sec. 5. K.S.A. 2001 Supp. 17-7504 is hereby amended to read as follows: 17-7504. (a)
Every corporation organized not for profit shall make an annual report in writing to the
secretary of state, stating the prescribed information concerning the corporation at the close
of business on the last day of its tax period next preceding the date of filing, but if a cor-
poration’s tax period is other than the calendar year, it shall give notice thereof to the
secretary of state prior to December 31 of the year it commences such tax period. The
reports shall be made on forms prescribed by the secretary of state. The report shall be
filed on the 15th day of the sixth month following the close of the taxable year, except that
such corporation may apply to the secretary of state not more than 90 days after the due
date of its annual report for an extension of the time for filing the report, and an extension
shall be granted for a period of time corresponding to that granted under the internal
revenue code or K.S.A. 79-3221, and amendments thereto. The report shall contain the
following information:

(1) The name of the corporation;

(2)  the location of the principal office;

(3) the names of the president, secretary and treasurer, and the members of the board
of directors, with the residence address of each;

(4) the number of memberships or the number of shares of capital stock issued and the
amount of capital stock paid up.

(b) Every corporation subject to the provisions of this section which holds agricultural
land, as defined in K.S.A. 17-5903, and amendments thereto, within this state shall show
the following additional information on the report:

(1) The acreage and location listed by section, range, township and county of each lot,
tract or parcel of agricultural land in this state owned or leased by or to the corporation;

(2)  the purposes for which such agricultural land is owned or leased and, if leased, to
whom such agricultural land is leased;

(3)  the value of the nonagricultural assets and the agricultural assets, stated separately,
owned and controlled by the corporation both within and without the state of Kansas and
where situated;

(4) the total number of stockholders of the corporation;

(5) the number of acres owned or operated by the corporation, the number of acres
leased by the corporation and the number of acres leased to the corporation;

(6) the number of acres of agricultural land, held and reported in each category under
paragraph (5) of this subsection (b), stated separately, being irrigated; and

(7)  whether any of the agricultural land held and reported under this subsection was
acquired after July 1, 1981.

(c) The report shall be signed by its president, secretary, treasurer or other officer duly
authorized so to act, or by any two of its directors, or by an incorporator in the event its
board of directors shall not have been elected. The fact that an individual’s name is signed
on such report shall be prima facie evidence that such individual is authorized to sign the
report on behalf of the corporation; however, the official title or position of the individual
signing the report shall be designated. This report will be dated and subscribed by the person
as true, under penalty of perjury. At the time of filing such report, each nonprofit corporation
shall pay an annual privilege fee of $5; 2 i i

- —sha 840 for all tax years commencing after December 31,
2001.

Sec. 6. K.S.A. 2001 Supp. 17-7505 is hereby amended to read as follows: 17-7505. (a)
Every foreign corporation organized for profit, or organized under the cooperative type
statutes of the state, territory or foreign country of incorporation, now or hereafter doing
business in this state, and owning or using a part or all of its capital in this state, and subject
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to compliance with the laws relating to the admission of foreign corporations to do business
in Kansas, shall make an annual report in writing to the secretary of state, stating the pre-
scribed information concerning the corporation at the close of business on the last day of
its tax period next preceding the date of filing, but if a corporation operates on a fiscal year
other than the calendar year it shall give written notice thereof to the secretary of state prior
to December 31 of the year commencing such fiscal year. The report shall be made on a
form prescribed by the secretary of state. The report shall be filed at the time prescribed
by law for filing the corporation’s annual Kansas income tax return, except that if any such
corporation shall apply for an extension of time for filing its annual income tax return under
the internal revenue service or under subsection (c¢) of K.S.A. 79-3221, and amendments
thereto, such corporation shall also apply, not more than 90 days after the due date of its
annual report, to the secretary of state for an extension of the time for filing the report and
an extension shall be granted for a period of time corresponding to that granted under the
internal revenue code or K.S.A. 79-3221, and amendments thereto. Such application shall
include a copy of the application to income tax authorities. The report shall contain the
following facts:

(1) The name of the corporation and under the laws of what state or country organized;

(2)  the location of its principal office;

(3) the names of the president, secretary, treasurer and members of the board of di-
rectors, with the residence address of each;

(4) the number of shares of capital stock issued and the amount of capital stock paid
up;

(5) the nature and kind of business in which the company is engaged and its place or
places of business both within and without the state of Kansas;

(6) the value of the property owned and used by the company in Kansas, where situated,
and the value of the property owned and used outside of Kansas and where situated; and

(7)  the corporation’s shareholder’s equity attributable to Kansas.

(b) Every corporation subject to the provisions of this section which holds agricultural
land, as defined in K.S.A. 17-5903, and amendments thereto, within this state shall show
the following additional information on the report:

(1) The acreage and location listed by section, range, township and county of each lot,
tract or parcel of agricultural land in this state owned or leased by or to the corporation;

(2)  the purposes for which such agricultural land is owned or leased and, if leased, to
whom such agricultural land is leased;

(3) the value of the nonagricultural assets and the agricultural assets, stated separately,
owned and controlled by the corporation both within and without the state of Kansas and
where situated;

(4) the total number of stockholders of the corporation;

(5) the number of acres owned or operated by the corporation, the number of acres
leased by the corporation and the number of acres leased to the corporation;

(6) the number of acres of agricultural land, held and reported in each category under
paragraph (5) of this subsection (b), stated separately, being irrigated; and

(7)  whether any of the agricultural land held and reported under this subsection was
acquired after July 1, 1981.

The report shall be signed by its president, secretary, treasurer or other officer duly
authorized so to act, or by any two of its directors, or by an incorporator in the event its
board of directors shall not have been elected. The fact that an individual’s name is signed
on such report shall be prima facie evidence that such individual is authorized to sign the
report on behalf of the corporation; however, the official title or position of the individual
signing the report shall be designated. This report will be dated and subscribed by the person
as true, under penalty of perjury. At the time of filing its annual report, each such foreign
corporation shall pay to the secretary of state an annual franchise tax in an amount equal to
$1 $2 for each $1,000 of the corporation’s shareholder’s equity attributable to Kansas, except
that no such tax shall be less than $26 $40 or more than $2;560 $5,000. The amount of any
such franchise tax paid by the foreign corporation to the secretary as provided by this
subsection shall not be disclosed by the secretary.
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Sec. 7. K.S.A. 2001 Supp. 17-76,139 is hereby amended to read as follows: 17-76,139.
(a) Every limited liability company organized under the laws of this state shall make an
annual report in writing to the secretary of state, stating the prescribed information con-
cerning the limited liability company at the close of business on the last day of its tax period
next preceding the date of filing. If the limited liability company’s tax period is other than
the calendar year, it shall give notice of its different tax period in writing to the secretary of
state prior to December 31 of the year it commences the different tax period. The annual
report shall be filed at the time prescribed by law for filing the limited liability company’s
annual Kansas income tax return. If the limited liability company applies for an extension
of time for filing its annual income tax return under the internal revenue code, the limited
liability company shall also apply, not more than 90 days after the due date of its annual
report, to the secretary of state for an extension of the time for filing its report and an
extension shall be granted for a period of time corresponding to that granted under the
internal revenue code. The application shall include a copy of the application to income tax
authorities. The annual report shall be made on a form prescribed by the secretary of state.
The report shall contain the following information:

(1) The name of the limited liability company; and

(2) alist of the members owning at least 5% of the capital of the company, with the
post office address of each.

(b) Every foreign limited liability company shall make an annual report in writing to the
secretary of state, stating the prescribed information concerning the limited liability com-
pany at the close of business on the last day of its tax period next preceding the date of
filing. If the limited liability company’s tax period is other than the calendar year, it shall
give notice in writing of its different tax period to the secretary of state prior to December
31 of the year it commences the different tax period. The annual report shall be filed at the
time prescribed by law for filing the limited liability company’s annual Kansas income tax
return. If the limited liability company applies for an extension of time for filing its annual
income tax return under the internal revenue code, the limited liability company also shall
apply, not more than 90 days after the due date of its annual report, to the secretary of state
for an extension of the time for filing its report and an extension shall be granted for a
period of time corresponding to that granted under the internal revenue code. The appli-
cation shall include a copy of the application to income tax authorities. The annual report
shall be made on a form prescribed by the secretary of state. The report shall contain the
name of the limited liability company.

(c) The annual report required by this section shall be signed by a member of the limited
liability company and forwarded to the secretary of state. At the time of filing the report,
the limited liability company shall pay to the secretary of state an annual franchise tax in an
amount equal to $+ $2 for each $1,000 of the net capital accounts located in or used in this
state at the end of the preceding taxable year as required to be reported on the federal
partnership return of income, or for a one-member LLC taxed as a sole proprietorship, $
$2 for each $1,000 of net book value of the LL.C as calculated on an income tax basis located
in or used in this state at the end of the preceding taxable year, except that no annual tax
shall be less than $26 $40 or more than $2;566 $5,000. The amount of any such franchise
tax paid by the limited liability company to the secretary as provided by this subsection shall
not be disclosed by the secretary.

(d) The provisions of K.S.A. 17-7509, and amendments thereto, relating to penalties for
failure of a corporation to file an annual report or pay the required franchise tax, and the
provisions of subsection (a) of K.S.A. 17-7510 and amendments thereto, relating to penalties
for failure of a corporation to file an annual report or pay the required franchise tax, shall
be applicable to the articles of organization of any domestic limited liability company or to
the authority of any foreign limited liability company which fails to file its annual report or
pay the franchise tax within 90 days of the time prescribed in this section for filing and
paying the same. Whenever the articles of organization of a domestic limited liability com-
pany or the authority of any foreign limited liability company are forfeited for failure to file
an annual report or to pay the required franchise tax, the domestic limited liability company
or the authority of a foreign limited liability company may be reinstated by filing a certificate
of reinstatement, in the manner and form to be prescribed by the secretary of state and
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paying to the secretary of state all fees and taxes, including any penalties thereon, due to
the state. The fee for filing a certificate of reinstatement shall be the same as that prescribed
by K.S.A. 17-7506, and amendments thereto, for filing a certificate of extension, restoration,
renewal or revival of a corporation’s articles of incorporation.

(e) When reinstatement is effective, it relates back to and takes effect as of the effective
date of the forfeiture and the company may resume its business as if the forfeiture had
never occurred.

(f)  No limited liability company shall be required to file its first annual report under
this act, or pay any annual franchise tax required to accompany such report, unless such
limited liability company has filed its articles of organization or application for authority at
least six months prior to the last day of its tax period. If any limited liability company files
with the secretary of state a notice of change in its tax period and the next annual report
filed by such limited liability company subsequent to such notice is based on a tax period
of less than 12 months, the annual tax liability shall be determined by multiplying the annual
franchise tax liability for such year by a fraction, the numerator of which is the number of
months or any portion thereof covered by the annual report and the denominator of which
is 12, except that the tax shall not be less than $26 $40.

Sec. 8. K.S.A. 17-7507 is hereby amended to read as follows: 17-7507. No corporation
shall be required to file its first annual report under this act, or pay any annual franchise
tax required to accompany such report, unless such corporation has filed its articles of
incorporation or certificate of good standing at least six months prior to the last day of its
tax period. If any corporation shall file with the secretary of state a notice of change in its
tax period, and the next annual report filed by such corporation subsequent to such notice
is based on a tax period of less than 12 months. The annual tax liability shall be determined
by multiplying the annual franchise tax liability for such year by a fraction the numerator of
which is the number of months, or any portion thereof, covered by the annual report and
the denominator of which is 12. Notwithstanding the foregoing, the minimum annual fran-
chise tax shall be $26—Fhissectionshattbeapplicabletoatt-anmuatreportsfited-bycorpo-

i i i i ; $40.

Sec. 9. K.S.A. 2001 Supp. 56-1a606 is hereby amended to read as follows: 56-1a606.
(a) Every limited partnership organized under the laws of this state shall make an annual
report in writing to the secretary of state, stating the prescribed information concerning the
limited partnership at the close of business on the last day of its tax period next preceding
the date of filing. If the limited partnership’s tax period is other than the calendar year, it
shall give notice of its different tax period to the secretary of state prior to December 31 of
the year it commences the different tax period. The annual report shall be filed at the time
prescribed by law for filing the limited partnership’s annual Kansas income tax return. If
the limited partnership applies for an extension of time for filing its annual income tax return
under the internal revenue code or under K.S.A. 79-3221 and amendments thereto, the
limited partnership shall also apply, not more than 90 days after the due date of its annual
report, to the secretary of state for an extension of the time for filing its report and an
extension shall be granted for a period of time corresponding to that granted under the
internal revenue code or K.S.A. 79-3221 and amendments thereto. The application shall
include a copy of the application to income tax authorities.

(b)  The annual report shall be made on a form prescribed by the secretary of state. The
report shall contain the following information:

(1) The name of the limited partnership; and

(2) alist of the partners owning at least 5% of the capital of the partnership, with the
post office address of each.

(c) Every limited partnership subject to the provisions of this section which is a limited
corporate partnership, as defined in K.S.A. 17-5903 and amendments thereto, and which
holds agricultural land, as defined in K.S.A. 17-5903 and amendments thereto, within this
state shall show the following additional information on the report:

(1) The number of acres and location, listed by section, range, township and county of
each lot, tract or parcel of agricultural land in this state owned or leased by the limited
partnership; and
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(2) whether any of the agricultural land held and reported under subsection (c)(1) was
acquired after July 1, 1981.

(d) The annual report shall be signed by the general partner or partners of the limited
partnership, sworn to before an officer duly authorized to administer oaths and forwarded
to the secretary of state. At the time of filing the report, the limited partnership shall pay
to the secretary of state an annual franchise tax in an amount equal to $t $2 for each $1,000
of the partners’ net capital accounts located in or used in this state at the end of the preceding
taxable year as required to be reported on the federal partnership return of income, except
that no annual tax shall be less than $26 $40 or more than $2:560 $5,000. The amount of
any such franchise tax paid by the limited partnership to the secretary as provided by this
subsection shall not be disclosed by the secretary.

(e) The provisions of K.S.A. 17-7509 and amendments thereto, relating to penalties for
failure of a corporation to file an annual report or pay the required franchise tax, and the
provisions of subsection (a) of K.S.A. 17-7510 and amendments thereto, relating to forfeiture
of a domestic corporation’s articles of incorporation for failure to file an annual report or
pay the required franchise tax, shall be applicable to the certificate of partnership of any
limited partnership which fails to file its annual report or pay the franchise tax within 90
days of the time prescribed in this section for filing and paying the same. Whenever the
certificate of partnership of a limited partnership is forfeited for failure to file an annual
report or to pay the required franchise tax, the limited partnership may be reinstated by
filing a certificate of reinstatement, in the manner and form to be prescribed by the secretary
of state and paying to the secretary of state all fees and taxes, including any penalties thereon,
due to the state. The fee for filing a certificate of reinstatement shall be the same as that
prescribed by K.S.A. 17-7506 and amendments thereto for filing a certificate of extension,
restoration, renewal or revival of a corporation’s articles of incorporation.

Sec. 10. K.S.A. 2001 Supp. 56-1a607 is hereby amended to read as follows: 56-1a607.
(a) Every foreign limited partnership shall make an annual report in writing to the secretary
of state, stating the prescribed information concerning the limited partnership at the close
of business on the last day of its tax period next preceding the date of filing. If the limited
partnership’s tax period is other than the calendar year, it shall give notice of its different
tax period to the secretary of state prior to December 31 of the year it commences the
different tax period. The annual report shall be filed at the time prescribed by law for filing
the limited partnership’s annual Kansas income tax return. If the limited partnership applies
for an extension of time for filing its annual income tax return under the internal revenue
code or under K.S.A. 79-3221 and amendments thereto, the limited partnership shall also
apply, not more than 90 days after the due date of its annual report, to the secretary of state
for an extension of the time for filing its report and an extension shall be granted for a
period of time corresponding to that granted under the internal revenue code or K.S.A. 79-
3221 and amendments thereto. The application shall include a copy of the application to
income tax authorities.

(b) The annual report shall be made on a form prescribed by the secretary of state. The
report shall contain the name of the limited partnership.

(c) Every foreign limited partnership subject to the provisions of this section which is
a limited corporate partnership, as defined in K.S.A. 17-5903 and amendments thereto, and
which holds agricultural land, as defined in K.S.A. 17-5903 and amendments thereto, within
this state shall show the following additional information on the report:

(1) The number of acres and location, listed by section, range, township and county of
agricultural land in this state owned or leased by the limited partnership; and

(2) whether any of the agricultural land held and reported under subsection (c)(1) was
acquired after July 1, 1981.

(d) The annual report shall be signed by the general partner or partners of the limited
partnership, sworn to before an officer duly authorized to administer oaths and forwarded
to the secretary of state. At the time of filing the report, the foreign limited partnership
shall pay to the secretary of state an annual franchise tax in an amount equal to + $2 for
each $1,000 of the partners’ net capital accounts located in or used in this state at the end
of the preceding taxable year as required to be reported on the federal partnership return
of income, except that no annual tax shall be less than $26 $40 or more than $2;560 $5,000.
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The amount of any such franchise tax paid by the limited partnership to the secretary as
provided by this subsection shall not be disclosed by the secretary.

(e) The provisions of K.S.A. 17-7509 and amendments thereto, relating to penalties for
failure of a corporation to file an annual report or pay the required franchise tax, and the
provisions of subsection (b) of K.S.A. 17-7510 and amendments thereto, relating to forfeiture
of a foreign corporation’s authority to do business in this state for failure to file an annual
report or pay the required franchise tax, shall be applicable to the authority of any foreign
limited partnership which fails to file its annual report or pay the franchise tax within 90
days of the time prescribed in this section for filing and paying the same. Whenever the
authority of a foreign limited partnership to do business in this state is forfeited for failure
to file an annual report or to pay the required franchise tax, the foreign limited partnership’s
authority to do business in this state may be reinstated by filing a certificate of reinstatement,
in the manner and form to be prescribed by the secretary of state and paying to the secretary
of state all fees and taxes, including any penalties thereon, due to the state. The fee for filing
a certificate of reinstatement shall be the same as that prescribed by K.S.A. 17-7506 and
amendments thereto for filing a certificate of extension, restoration, renewal or revival of a
corporation’s articles of incorporation.

Sec. 11. K.S.A. 2001 Supp. 56a-1201 is hereby amended to read as follows: 56a-1201.
(a) Every limited liability partnership organized under the laws of this state shall make an
annual report in writing to the secretary of state, stating the prescribed information con-
cerning the limited liability partnership at the close of business on the last day of its tax
period next preceding the date of filing. If the limited liability partnership’s tax period is
other than the calendar year, it shall give notice of its different tax period in writing to the
secretary of state prior to December 31 of the year it commences the different tax period.
The annual report shall be filed at the time prescribed by law for filing the limited liability
partnership’s annual Kansas income tax return. If the limited liability partnership applies
for an extension of time for filing its annual income tax return under the internal revenue
code, the limited liability partnership shall also apply, not more than 90 days after the due
date of its annual report, to the secretary of state for an extension of the time for filing its
report and an extension shall be granted for a period of time corresponding to that granted
under the internal revenue code. The application shall include a copy of the application to
income tax authorities.

(b) The annual report shall be made on a form prescribed by the secretary of state. The
report shall contain the following information:

(1) The name of the limited liability partnership; and

(2) alist of the partners owning at least 5% of the capital of the partnership, with the
post office address of each.

(c) The annual report shall be signed by a partner of the limited liability partnership
and forwarded to the secretary of state. At the time of filing the report, the limited liability
partnership shall pay to the secretary of state an annual franchise tax in an amount equal to
$1 82 for each $1,000 of the net capital accounts located in or used in this state at the end
of the preceding taxable year as required to be reported on the federal partnership return
of income, except that no annual tax shall be less than $26 $40 or more than $2;560 $5,000.
The amount of any such franchise tax paid by the limited liability partnership to the secretary
as provided by this subsection shall not be disclosed by the secretary.

(d) The provisions of K.S.A. 17-7509, and amendments thereto, relating to penalties for
failure of a corporation to file an annual report or pay the required franchise tax, and the
provisions of subsection (a) of K.S.A. 17-7510 and amendments thereto, relating to penalties
for failure of a corporation to file an annual report or pay the required franchise tax, shall
be applicable to the statement of qualification of any limited liability partnership which fails
to file its annual report or pay the franchise tax within 90 days of the time prescribed in this
section for filing and paying the same. Whenever the statement of qualification of a limited
liability partnership is forfeited for failure to file an annual report or to pay the required
franchise tax, the limited liability partnership may be reinstated by filing a certificate of
reinstatement, in the manner and form to be prescribed by the secretary of state and paying
to the secretary of state all fees and taxes, including any penalties thereon, due to the state.
The fee for filing a certificate of reinstatement shall be the same as that prescribed by K.S.A.
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17-7506, and amendments thereto, for filing a certificate of extension, restoration, renewal
or revival of a corporation’s articles of incorporation.

Sec. 12. K.S.A. 2001 Supp. 56a-1202 is hereby amended to read as follows: 56a-1202.
(a) Every foreign limited liability partnership shall make an annual report in writing to the
secretary of state, stating the prescribed information concerning the foreign limited liability
partnership at the close of business on the last day of its tax period next preceding the date
of filing. If the foreign limited liability partnership’s tax period is other than the calendar
year, it shall give notice in writing of its different tax period to the secretary of state prior
to December 31 of the year it commences the different tax period. The annual report shall
be filed at the time prescribed by law for filing the foreign limited liability partnership’s
annual Kansas income tax return. If the foreign limited liability partnership applies for an
extension of time for filing its annual income tax return under the internal revenue code,
the foreign limited liability partnership shall also apply, not more than 90 days after the due
date of its annual report, to the secretary of state for an extension of the time for filing its
report and an extension shall be granted for a period of time corresponding to that granted
under the internal revenue code. The application shall include a copy of the application to
income tax authorities.

(b) The annual report shall be made on a form prescribed by the secretary of state. The
report shall contain the name of the foreign limited liability partnership.

(c) The annual report shall be signed by a partner of the foreign limited liability part-
nership and forwarded to the secretary of state. At the time of filing the report, the foreign
limited liability partnership shall pay to the secretary of state an annual franchise tax in an
amount equal to $t $2 for each $1,000 of the net capital accounts located in or used in this
state at the end of the preceding taxable year as required to be reported on the federal
partnership return of income, except that no annual tax shall be less than $26 $40 or more
than $2;560 $5,000. The amount of any such franchise tax paid by the foreign limited liability
partnership to the secretary as provided by this subsection shall not be disclosed by the
secretary.

(d) The provisions of K.S.A. 17-7509, and amendments thereto, relating to penalties for
failure of a corporation to file an annual report or pay the required franchise tax, and the
provisions of subsection (a) of K.S.A. 17-7510, and amendments thereto, relating to penalties
for failure of a corporation to file an annual report or pay the required franchise tax, shall
be applicable to the statement of foreign qualification of any foreign limited liability part-
nership which fails to file its annual report or pay the franchise tax within 90 days of the
time prescribed in this section for filing and paying the same. Whenever the statement of
foreign qualification of a foreign limited liability partnership is forfeited for failure to file
an annual report or to pay the required franchise tax, the statement of foreign qualification
of the foreign limited liability partnership may be reinstated by filing a certificate of rein-
statement, in the manner and form to be prescribed by the secretary of state and paying to
the secretary of state all fees and taxes, including any penalties thereon, due to the state.
The fee for filing a certificate of reinstatement shall be the same as that prescribed by K.S.A.
17-7506, and amendments thereto, for filing a certificate of extension, restoration, renewal
or revival of a corporation’s articles of incorporation.

Sec. 13. K.S.A. 2001 Supp. 56a-1203 is hereby amended to read as follows: 56a-1203.
No limited liability partnership or foreign limited liability partnership shall be required to
file its first annual report under this act, or pay any annual franchise tax required to accom-
pany such report, unless such partnership has filed its statement of qualification or foreign
qualification at least six months prior to the last day of its tax period. If any such partnership
files with the secretary of state a notice of change in its tax period and the next annual report
filed by such partnership subsequent to such notice is based on a tax period of less than 12
months, the annual tax liability shall be determined by multiplying the annual franchise tax
liability for such year by a fraction, the numerator of which is the number of months or any
portion thereof covered by the annual report and the denominator of which is 12, except
that the tax shall not be less than $26 $40.

Sec. 14. K.S.A.17-4634 and 17-7507 and K.S.A. 2001 Supp. 17-2036, 17-7503, 17-7504,
17-7505, 17-76,139, 56-1a606, 56-1a607, 56a-1201, 56a-1202 and 56a-1203 are hereby
repealed.”;
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And by renumbering the remaining sections accordingly;

On page 1, in the title, in line 10, after “ACT” by inserting “concerning the secretary of
state; relating to franchise taxes and fees collected and administered by the secretary of
state; prescribing and increasing certain rates;”; also in line 10, before the period, by in-
serting “; amending K.S.A. 17-4634 and 17-7507 and K.S.A. 2001 Supp. 17-2036, 17-7503,
17-7504, 17-7505, 17-76,139, 56-1a606, 56-1a607, 56a-1201, 56a-1202 and 56a-1203 and
repealing the existing sections.”; and the bill be passed as amended.

MESSAGE FROM THE SENATE

The Senate accedes to the request of the House for a conference on HB 2020 and has
appointed Senators Harrington, Brungardt and Gooch as conferees on the part of the Senate.

INTRODUCTION OF ORIGINAL MOTIONS AND HOUSE RESOLUTIONS
The following resolutions were introduced and read by title:

HOUSE RESOLUTION No. 6019—

By Representatives Campbell, Toplikar and D. Williams
A RESOLUTION in memory of Staff Sergeant Justin Galewski.

WHEREAS, Justin Galewski, 28, of Olathe was killed in an explosion in Afghanistan on
April 15; and

WHEREAS, Galewski was an ordinance disposal expert and a member of the 710th
Explosive Ordinance Detachment with the 19th Special Forces Group. He and 10 others
were attempting to disarm discarded Russian missiles near Kandahar next to a compound
that once housed former Taliban leader Mullah Mohammed Omar. Three other American
soldiers also were killed by the explosion; and

WHEREAS, Staff Sergeant Galewski was a 1992 graduate of Olathe North High School.
He is the son of Michael Galewski and brother of David Galewski. Staff Sergeant Galewski
is survived by his wife, Christine and two children, Chase and Paige: Now, therefore,

Be it resolved by the House of Representatives of the State of Kansas: The house hereby
pays tribute to Staff Sergeant Justin Galewski and his family and further recognizes his
service to the country and fellow Kansans. May this ultimate sacrifice not be in vain in the
search for peace and security, and may his memory endure.

HOUSE RESOLUTION No. 6020—

By Representatives Myers and Welshimer
A RESOLUTION in memory of Sergeant Jamie Maugans.

WHEREAS, Jamie Maugans, 27, of Derby was killed in an explosion in Afghanistan on
April 15; and

WHEREAS, Maugans was an ordinance disposal expert and a member of the 710th
Explosive Ordinance Detachment with the 19th Special Forces Group. He and 10 others
were attempting to disarm discarded Russian missiles near Kandahar next to a compound
that once housed former Taliban leader Mullah Mohammed Omar. Three other American
soldiers also were killed by the explosion; and

WHEREAS, Sergeant Maugans was a 1993 graduate of Derby High School and attended
Cowley County Community College and the University of Kansas before joining the army.
He is the son of Bryce Maugans and Kathy Wurdeman. City and school district flags were
lowered to half mast to honor his memory. He will be buried at Derby: Now, therefore,

Be it resolved by the House of Representatives of the State of Kansas: The house hereby
pays tribute to Sergeant Jamie Maugans and his family and further recognizes his service
to the country and fellow Kansans. May this ultimate sacrifice not be in vain in the search
for peace and security, and may his memory endure.

REPORT ON ENGROSSED BILLS

Sub. HB 2183; Sub. HB 2686; HB 2729; S. Sub. for HB 2831 reported correctly
engrossed May 4, 2002.
HB 2880, HB 3031 reported correctly re-engrossed May 4, 2002.
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On motion of Rep. Weber, the House adjourned until 1:30 p.m., Monday, May 6, 2002.
CHARLENE SWANSON, Journal Clerk.

O

JANET E. JONES, Chief Clerk.



